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PENSION  BENEFIT  GUARANTY 
CORPORATION 

29  CFR  Part  2610 

RIN  1212-AA58 

Payment  of  Premiums 

agency:  Pension  BeneHt  Guaranty 
Corporation. 

ACTION:  Proposed  rule. 

summary:  This  is  a  proposed 
amendment  to  the  Pension  Benefit 
Guaranty  Corporation’s  regulation  on 
Payment  of  Premiums  (29  CFR  part 
2610).  Comments  on  the  existing 
regulation  by  premium  payers  in  recent 
years  and  studies  by  PBGC  staff  have 
persuaded  the  PBGC  that  the  regulation 
can  be  simplified  to  reduce  the  public 
burden  of  compliance  and  the  PBGC’s 
burden  of  administration.  The  proposed 
amendment  would  make  a  number  of 
simplifying  changes  suggested  by  those 
comments  and  studies. 

For  example,  the  proposed 
amendment  would  replace  the  existing 
alternative  calculation  method  with  a 
new  simplified  filing  method  using 
tables  of  adjustment  factors  instead  of 
formulas  (and  would  place  restrictions 
on  the  new  method’s  use  by  large  plans). 
The  definition  of  the  term  “participant” 
in  the  regulation  would  be  changed  to 
agree  with  that  used  for  the  Form  5500 
series  annual  report.  The  proposed 
amendment  would  also  defer  the  final 
filing  due  date  (so  that  it  would  be 
closer  to  the  extended  Form  5500  due 
date),  raise  the  number  of  participants  a 
plan  must  have  in  order  to  be  required 
to  make  the  early  premium  payment  (so 
that  fewer  plans  would  have  to  file 
twice  a  year),  and  eliminate  both 
penalties  and  interest  on  early  payments 
that  equal  at  least  a  definitely 
determinable  amount  (so  that  both 
estimates  and  special  safe  harbor  rules 
would  be  unnecessary).  It  would  also 
accelerate  the  early  filing  due  date  to  an 
earlier  date  in  the  premium  payment 
year  and  widen  the  scope  of  the  early 
payment  to  cover  the  variable  rate,  as 
well  as  the  flat  rate,  portion  of  the 
premium. 

DATES:  Comments  on  the  proposed 
amendment  must  be  received  on  or 
before  May  26, 1992. 

ADDRESSES:  Comments  may  be  mailed 
to  the  Office  of  the  General  Counsel 
(22500),  Pension  Benefit  Guaranty 
Corporation,  2020  K  Street,  NW., 
Washington  DC,  20006-1860,  or 
delivered  to  suite  7200  at  that  address 
between  9  a.m.  and  5  p.m.  on  business 
days.  Written  comments  will  be 
available  for  public  inspection  at  the 


PBGC’s  Communications  and  Public 
Affairs  Department,  suite  7100  at  the 
same  address,  between  9  a.m.  and  4  pjn. 
on  business  days. 

FOR  FURTHER  INFORMATION  CONTACT: 

Harold ).  Ashner,  Assistant  General 
Counsel,  or  Deborah  C.  Murphy, 

Attorney,  Office  of  the  General  Counsel 
(22500),  Pension  Benefit  Guaranty 
Corporation,  2020  K  Street,  NW., 
Washington  DC  20006-1860;  202-778- 
8850  (202-778-1958  for  TTY  and  TDD). 
(These  are  not  toll-fi'ee  numbers.) 
SUPPLEMENTARY  INFORMATION: 

Background 

Section  4006  of  the  Employee 
Retirement  Income  Security  Act  of  1974 
(“ERISA”)  sets  forth  the  premium  rates 
to  be  charged  by  the  Pension  Benefit 
Guaranty  Corporation  (“PBGC”). 

Section  4007  of  ERISA  makes  the 
premiums  payable  “at  the  time,  and  on 
an  estimated,  advance,  or  other  basis,  as 
determined  by  the  [PBGC],”  and 
provides  for  the  imposition  of  interest 
and  penalties  on  premiums  not  timely 
paid.  Pursuant  to  these  provisions  and  to 
section  4002(b)(3]  of  ERISA  the  PBGC 
has  issued  its  regulation  on  Payment  of 
Premiums  (29  CFR  part  2610).  The 
regulation  and  related  forms  and 
instructions  describe  in  detail  how  to 
compute  and  pay  premiums,  interest, 
and  penalties. 

Under  section  4006,  the  multiemployer 
plan  premium  for  a  premium  payment 
year  beginning  after  September  26, 1988, 
is  $2.60  per  participant.  The  single- 
employer  plan  premium  for  a  premium 
payment  year  beginning  after  1987  is 
composed  of  a  flat  rate  per  capita 
assessment  and  a  variable  rate 
assessment  that  is  based  on  the  value  of 
a  plan’s  unfunded  vested  benefits  and  is 
also  determined  on  a  per-participant 
basis.  'The  flat  rate  assessment  (for  post- 
1990  years]  is  $19  per  participcint. 

'The  basic  formula  for  the  variable 
rate  assessment  for  each  participant  (for 
post-1990  years)  is  $9  for  each  $1,000  (or 
fi'action  thereof)  of  a  plan’s  unfunded 
vested  benefits  (determined  as  of  the 
last  day  of  the  year  before  the  premium 
payment  year)  with  that  product  divided 
by  the  number  of  participants  in  the 
plan  as  of  that  same  date.  This  variable 
rate  assessment  is  subject  to  a  statutory 
ceiling  of  $53  per  participant,  resulting  in 
a  maximum  per  participant  premium  of 
$72. 

The  formula  for  computing  the 
variable  rate  assessment  is  based,  in 
large  part,  on  the  determination  of  the 
plan’s  imfunded  vested  benefits,  defined 
by  statute  as  the  amoimt  that  would  be 
the  plan’s  “unfunded  current  liability” 
(within  the  meaning  of  ERISA  section 


302(d)(8)(A))  as  of  the  close  of  the 
preceding  plan  year,  subject  to  two 
qualifications,  viz.,  that  only  vested 
benefits  are  taken  into  account  in  the 
calculation,  and  that  the  interest  rate 
used  in  valuing  vested  benefits  must 
equal  80%  of  the  annual  yield  on  30-year 
Treasury  securities  for  the  month 
preceding  the  month  in  which  the  plan 
year  begins. 

'The  premium  regulation  provides  two 
methods  for  determining  the  amount  of  a 
plan’s  unfunded  vested  benefits.  Under 
the  “general  rule”  (§  2610.23(a)),  an 
enrolled  actuary  must  determine  the 
amount  of  the  plan’s  unfunded  vested 
benefits  as  of  the  last  day  of  the  plan 
year  preceding  the  premium  payment 
year  based  on  the  plan’s  provisions  and 
population  as  of  that  date,  and  must 
certify  that  the  determination  was  made 
in  a  manner  consistent  with  generally 
accepted  actuarial  principles  and 
practices.  Under  the  “alternative 
calculation  method”  (§  2610.23(c)),  the 
plan  administrator  must  calculate  the 
amoimt  of  the  plan’s  unfimded  vested 
benefits  based  on  certain  data  from  the 
plan’s  Form  5500  Schedule  B  for  the  plan 
year  preceding  the  premium  payment 
year,  using  formulas  specified  in  the 
regulation.  The  regulation  also  provides 
a  number  of  exemptions  and  special 
rules  regarding  the  variable  rate  portion 
of  the  premium. 

While  the  current  premium  regulation 
exhibits  a  degree  of  complexity,  much  of 
this  is  simply  a  reflection  of  the 
complexity  inherent  in  the  statute’s 
variable  rate  premium  provisions,  as 
well  as  the  PBGC’s  desire  to  reduce 
compliance  burdens  and  costs  as  much 
as  possible  by  providing  options, 
exemptions,  and  special  rules  to  simplify 
or,  in  some  cases,  eliminate  calculation 
requirements.  Nevertheless,  PBGC  staff 
studies  have  identified  a  number  of 
possible  simplifying  changes  that  would 
be  implemented  by  this  proposed 
amendment.  The  PBGC  envisions 
making  these  proposed  changes 
effective  generally  for  premium  payment 
years  beginning  after  1992,  contingent  on 
implementation  of  a  new  computerized 
premium  accounting  system  by  the  end 
of  1992.  The  proposed  changes  are 
discussed  below. 

General  Provisions 

The  premium  regulation  is  divided 
into  three  subparts.  Subpart  A  (General 
Provisions]  contains  rules  that  apply 
generally  to  both  single-employer  and 
multiemployer  plans  for  all  plan  years 
(although  some  of  these  rules  are  more 
limited  in  scope  or  take  different  forms 
depending  on  the  plan  year  involved). 
Subpart  B  currently  contains  rules 
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governing  only  single-employer  plans  for 
plan  years  beginning  after  1987;  the 
rules  in  Subpart  C  currently  cover 
single-employer  plans  for  plan  years 
beginning  before  1988  and 
multiemployer  plans  for  all  plan  years. 

The  proposed  amendments  would 
make  a  mtoor  change  to  the  general 
organization  of  the  premium  regulation 
by  transferring  the  rules  governing 
multiemployer  plan  premiums  for 
premium  payment  yecus  beginning  after 
1987  h-om  subpart  C  to  subpart  B.  This 
would  avoid  duplication  (in  subparts  B 
and  C)  of  several  provisions  that  apply 
to  both  single-employer  and 
multiemployer  plans  for  po8t-1987  years 
only,  consolidate  current  (that  is.  post- 
1987)  rules  in  subpart  B,  and  permit  most 
filers  to  ignore  subpart  C  completely.  A 
minor  rewording  of  §  2610.1(a}  would 
reflect  this  organizational  change; 

SS  2610J21  and  2610.31  would  be 
correspondingly  reworded. 

Similarly,  §  2810.22  (Premiiun  rates) 
would  be  revised  to  include 
multiemployer  as  well  as  single¬ 
employer  premium  rate  rules  for  the 
po8t-1987  period.  Existing  §  2610.22(b) 
(dealing  with  new  and  newly  covered 
plans)  would  be  redesignated  as 
§  2610.22(c):  a  new  $  2610.22(b)  would 
be  added  to  set  forth  the  multiemployer 
premium  rates  (now  found  in 
§  ^0.33(a)(l)):  and  S  2610.22(d)  would 
be  modified  to  reflect  the  difference 
between  the  refund  rules  for 
multiemployer  plans  (currently  set  forth 
in  S  2610.33(d))  and  those  for  single¬ 
employer  plans,  which  form  the  subject 
of  existing  §  2810.22(d).  (The  provision 
in  existing  §  2ei0.22(c).  that  the 
prescribed  premiums  are  payable  for 
short  as  well  as  normal  plan  years,  is 
considered  obvious  and  would  simply 
be  removed.) 

In  addition,  the  variable  rate  premium 
cap  reduction  rules  that  make  up  most  of 
existing  $  2610.22(a)(3) — and  that  apply 
only  to  premium  payment  years 
beginning  before  1993 — ^would  be  moved 
to  a  new  para^aph  (§  2610.22(f))  at  the 
end  of  the  section  because  they  would 
no  longer  be  of  current  interest  to  most 
premium  payers.  The  special  nile  for 
new  and  newly  covered  plans  (moved  to 
S  2610.22(c))  would  be  modified  to  refer 
to  both  the  single-employer  and 
multiemployer  premhun  rate  provisions 
(in  S  2610.22(a)  and  new  8  2610.22(b) 
respectively),  and  the  parallel  rule  in 
8  2610.33(b)(2)  covering  multiemployer 
plans  only  would  be  deleted. 

The  penalty  waiver  rule  now  in 
8  2610.8(b)(S)  would  be  moved  to 
8  2610.8(b)(4).  This  rule,  which  waives 
penalties  accruing  wdthin  30  days  after 
the  date  of  a  PBGC  bill  that  is  paid 


within  the  30-day  period,  would  be 
reworded  to  make  its  effect  clearer. 

(Other  organizational  changes, 
relating  to  substantive  rule  revisions, 
are  discussed  below  in  the  context  of 
those  revisions.) 

Definitioa  of  **Participaiit’* 

The  wording  of  the  PBGCs  definition 
of  “participant’'  in  8  2810.2  (Definitions) 
for  the  purpose  of  filing  and  paying 
PBGC  premiums  has  differed  for  several 
years  ^m  the  wording  of  the  definition 
prescribed  in  the  instructions  for  Form 
5500.  (For  example,  the  definition  in  the 
1990  instructions  for  Form  5500  excludes 
“nonvested  former  employees  who  have 
incurred  the  break  in  service  period 
specified  in  the  plan,”  while  the 
corresponding  exclusion  in  existing 
8  2610.2  applies  to  “a  non-vested  former 
employee  who  has  incurred  a  break  in 
service  the  greater  of  one  year  or  the 
break  in  service  period  specified  in  the 
plan.”  (Emphasis  added.))  The 
difference  in  wording,  coupled  with 
uncertainty  about  how  the  two 
definitions  might  be  interpreted  for 
purposes  of  the  two  different  filings,  has 
caused  concern  for  many  plan 
administrators  that  the  participant  count 
for  PBGC  premiums  may  differ  from  the 
Form  5500  participant  count  in  certain 
cases. 

The  amendment  would  redefine  the 
term  “participant”  for  premium  payment 
years  beginning  after  1992  while 
retaining  the  existing  definition  for 
premium  payment  years  beginning 
before  1993  (including  those  with 
premium  fili^  dates  in  1993).  To 
accommodate  the  change.  8  2610.2 
would  be  reorganized  to  place  most  of 
the  defined  terms  in  a  new  paragraph  (a) 
and  the  new  and  old  definitions  of 
"participant”  in  new  paragraphs  (b)  and 
(c)  (respectively).  In  paragraph  (a), 
definitions  would  be  added  for  the  terms 
“Form  5500”  and  “single-employer 
plan.” 

The  new  definition  of  “participant”  in 
8  2610.2(b)  would  simply  adopt  the 
definition  prescribed  for  purposes  of  the 
Form  5500.  This  change  would  allow 
most  premium  payers  to  use  the  same 
participant  count  determined  for  the 
Form  5500  without  having  to  worry  that 
the  difference  in  definitions  might  make 
the  count  wrong  for  premium  purposes. 
Since  the  Form  5500  definition  may 
change  (as  it  has  in  the  past).  8  2610.2(b) 
would  refer  specifically  to  the  Form  5500 
applicable  to  the  plan  year  preceding 
the  premium  payment  year.  In  general,, 
premiums  are  based  on  the  participant 
count  for  the  last  day  of  the  plan  year 
preceding  the  premium  payment  year. 
New  and  newly  covered  plans,  a^ 
certain  plans  involved  in  mergers  and 


spinoffs,  base  their  premiums  on  the 
participant  count  as  of  the  first  day  of 
the  premium  payment  year,  but  it  would 
be  impossible  to  wait  for  the  issuance  of 
the  Form  5500  for  the  premium  payment 
year  cuid  still  pay  premiums  on  time. 

(For  new  plans,  and  newly  covered 
plaiu  that  were  not  required  to  file  Form 
5500  for  the  plan  year  preceding  the 
premium  payment  year,  the  de^ition 
the  plan  wo^d  use  would  be  the  one  for 
the  Form  5500  that  would  have  been 
used  for  a  plan  year  beginning  (me  year 
before  the  first  day  of  the  premium 
payment  year.) 

For  purposes  of  determining  whether 
a  plan  is  a  “large  plan”  requir^  to  make 
an  eariy  premium  payment,  the 
participant  count  comes  fit>m  the  prior 
year’s  premium  filing.  For  premium 
payment  years  beginning  after  1993,  this 
would  generally  be  the  same  as  the 
participant  (X)unt  on  the  Form  5500  for 
the  year  before  the  prior  year.  For 
example,  to  determine  whether  a  plan  is 
a  “lai^  plan”  for  die  1994  premium 
payment  year,  the  plan  administrator 
would  note  die  number  of  participants 
for  whom  premiums  had  to  be  paid  for 
the  1993  plan  year;  since  that  plan  year 
would  have  bmn  cxivered  by  the  new 
definition  of  “participant,”  die 
participant  count  for  premium  purposes 
would  probably  have  been  the  same  as 
that  on  the  1992  Form  5500.  (Exceptions 
would  occat  where,  for  example,  a  plan 
used  the  specnal  rule  for  mergers  arid 
spinoffs  in  8  2610.10  and  (xiunted 
participants  as  of  a  date  other  than  the 
Form  5500*s  participant  (xiunt  date.) 

However,  die  1993  premium  payment 
year  would  be  a  special  case,  because 
the  number  of  participants  for  whom 
premiums  were  payable  for  1992  (the 
prior  plan  year)  might  be  different  than 
the  1991  Form  5500  participant  count 
(even  if  the  dates  were  the  same).  This 
is  because  the  1992  plan  year  would  not 
have  been  covered  by  the  new 
“participant”  definition — so  the  1992 
participant  count  for  premium  purposes 
would  not  necessarily  have  agreed  with 
the  participant  cxiunt  on  the  1991  Form 
5500.  Thus,  although  the  amount  of 
premium  due  for  the  1993  premium 
payment  year  would  be  based  on  the 
1992  Form  5500  participant  count,  the 
plan’s  “large  plan”  or  “small  plan”  filing 
status  for  ^  1993  year  (based  on  the 
number  of  participants  for  whom 
premiums  were  payable  for  1992)  might 
be  different  than  if  it  were  based 
directly  on  the  1991  Form  5500 
participant  count 

Miscellaneotts  Filing  Rules 

The  amendmmit  w(}uld  revise  8  2610.4 
to  provide  expressly  fen*  modifi<»tion  of 
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the  premium  filing  address  in  the 
PBGC’s  Annual  Premium  Payment 
Package.  This  would  allow  Ae  PBGC  to 
change  the  address  quickly  if  necessary 
before  completion  of  the  formal 
procedure  of  amending  the  regulation. 

Section  2610.5  would  be  revised  to 
liberalize  slightly  the  rule  about  when  a 
premium  filing  or  payment  is  considered 
to  have  been  made.  This  rule  is  used  to 
determine  whether  a  premium  filing  is 
timely,  when  interest  on  a  late  payment 
stops  accruing,  etc.  The  current  rule, 
which  would  be  retained  in  §  2610.5(b) 
for  premium  payment  years  beginning 
before  1993,  is  Aat  filings  are  deemed 
made  when  mailed,  as  evidenced  by  a 
legible  U.S.  Postal  Service  postmark,  or 
three  days  before  receipt  by  the  PBGC  if 
they  do  not  contain  a  legible  U.S.  Postal 
Service  postmark. 

In  new  §  2610.5(a)(1),  the  proposed 
rule  would  increase  the  assumed  transit 
time  (between  when  a  filing  is  received 
and  when  it  is  deemed  to  have  been 
sent)  from  three  days  to  five  and  make  it 
applicable  to  all  filings,  including  those 
with  legible  U.S.  Postal  Service 
postmarks.  It  would  also  make  clear  that 
the  PBGC  would  accept  other  evidence 
of  the  date  of  mailing  besides  legible 
postmarks. 

In  addition,  new  §  2610.5(a)(2)  would 
clarify  that  where  a  filing  is  received  on 
the  first  business  day  following  a  period 
of  one  or  more  non-business  days 
(Saturdays,  Sundays,  or  holidays),  it 
would  be  deemed  received  on  Ae  first 
day  of  the  non-business  period — i.a.,  the 
earliest  day  when  it  might  have  been 
received  but  for  the  non-business  period. 

Application  of  the  transit  time 
assumption  to  filings  with  legible 
U.S.P.S.  postmarks  would  eliminate  an 
anomaly  under  the  existing  rule. 
Currently,  a  filing  mailed  one  day  late 
with  a  legible  U.S.P.S.  postmark  would 
be  considered  late  even  if  it  were 
received  the  next  day,  whereas  a  filing 
mailed  a  day  late  bearing  a  legible 
postage  meter  postmark  (but  no  U.S.P.S. 
postmark)  would  be  considered  timely  if 
it  arrived  the  following  day. 

The  new  rule  would  be  effective  only 
for  filings  and  payments  for  premium 
payment  years  beginning  after  1992;  thus 
the  current  rule  would  continue  to  apply 
(for  example)  to  filings  due  in  1993  for 
the  1992  premium  payment  year. 

In  subpart  B  of  the  regulation,  the 
amendment  would  simplify  the 
certification  that  is  required  of  fully 
insured  plans  taking  advantage  of  the 
exemption  from  the  variable  rate 
premium  under  §  2610.24(a)(3). 

Currently,  the  plan  administrator  must 
certify  to  the  plan’s  satisfaction  of  the 
requirements  of  section  412(i)  of  the 
Internal  Revenue  Code  and  regulations 


thereunder  throughout  the  plan  year 
preceding  the  premium  payment  year  or 
(for  new  or  newly  covered  plans) 
throughout  the  premium  payment  year 
up  to  the  premium  due  date. 

'The  PBGC  has  reconsidered  these 
provisions  in  light  of  the  general 
principle  that  liability  for  the  variable 
rate  premium  is  determined  as  of  a 
single  "snapshot  date,’’  rather  than  on 
the  basis  of  a  plan’s  status  over  on 
extended  period  of  time.  Consistent  with 
that  general  principle,  the  PBGC  has 
decided  that  the  certification  required  of 
a  section  412(i)  plan  administrator  under 
S  2610.24(a)(3)  should  be  limited  to  the 
“snapshot  date."  (This  certification  as  of 
the  premium  “snapshot  date”  would  be 
relevant  only  for  premium  purposes,  and 
would  not  govern  the  plan’s  status  under 
section  412(i)  and  the  regulations 
thereunder.)  Such  a  change  would  also 
avoid  the  current  rule’s  implication  that 
the  plan  administrator  of  a  new  or 
newly  covered  plan  must  either  wait 
until  the  premium  due  date  to  file,  or 
certify  to  the  status  of  the  plan  for  a 
period  of  time  that  is  still  in  the  future 
when  the  certification  is  made. 

Since  §  2610.24(e)  automatically 
corrects  §  2610.24(a)  "snapshot  dates” 
for  new  or  newly  covered  plans, 
amended  S  2610.24(a)(3)  would  no  longer 
have  to  include  an  explicit  special 
provision  for  such  plans. 

Short  Plan  Year  Credits 

’The  amendment  would  supplement 
the  special  refund  rule  in  §  2610.22(d) 
with  a  new  special  credit  rule  for  short 
plan  years  of  new  and  newly  covered 
plqns  and  plans  that  change  their  plan 
years.  Under  the  existing  premium 
regulation,  the  refund  rule  in 
S§  2610.22(d)  and  2610.33(d)  is  the  only 
mechanism  available  to  such  a  plan  for 
recovering  a  prorated  portion  of  the 
premium  for  the  short  year.  'The  plan 
must  prepare  and  submit  a  refund 
request,  and  the  PBGC  must  process  the 
request  and  issue  the  refund.  Under 
proposed  new  §  2610.22(e),  these  two 
burdens  would  be  eliminated.  The  plan 
would  simply  compute  the  credit,  in  the 
same  manner  as  a  refund  under 
§  2610.22(d),  and  claim  it  on  its  premium 
payment  form.  (The  refund  rule  under 
§  2610.22(d) — ^with  some  rewording  to 
make  it  applicable  to  multiemployer  as 
well  as  single-employer  plans  and  to 
clarify  its  operation — would  remain  as 
an  option.) 

A  new  or  newly  covered  plan  would 
be  allowed  to  take  the  credit  against  the 
short  first  year’s  premium;  a  plan  that 
changed  its  plan  year  could  take  the 
credit  against  the  premium  for  the 
following  full-length  year.  'The  difference 
in  treatment  reflects  differences 


between  the  two  classes  of  plans.  For  a 
new  or  newly  covered  plan,  it  is  the 
beginning  of  the  plan  year — the  portion 
before  the  plan  becomes  efiective  for 
premium  purposes — that  generates  the 
credit,  and  the  plan  knows  fi^m  the  start 
how  long  its  first  plan  year  will  be.  In 
contrast,  changes  in  plan  year  are 
typically  made  after  the  beginning  of 
what  will  turn  out  to  be  the  short  year 
(and  often  after  the  short  year  is  over), 
and  it  is  the  end  of  the  plan  year — the 
portion  overlapped  by  the  following  full 
year — that  generates  the  credit.  (By  the 
same  token,  the  credit  rule  would  not 
apply  to  final  short  years  (of  terminating 
plans  described  in  §  2610.22(d)  (3)  and 
(4))  because  the  date  of  the  short  year's 
end  would  not  generally  be  known  tmtil 
it  arrived  and  because  there  would  be 
no  following  year’s  premium  to  apply 
the  credit  to.) 

Under  the  proposed  new  credit  rule, 
the  credit  could  be  taken  against  the 
premium  for  a  premium  payment  year 
beginning  after  1992.  Accordingly,  it 
would  apply  to  a  new  or  newly  covered 
plan’s  short  first  year  beginning  after 
1992  (since  the  credit  would  be  taken 
against  that  same  year’s  premium).  For  a 
plan  changing  plan  years,  the  new  rule 
would  permit  a  credit  to  be  taken 
against  the  premium  for  a  full  plan  year 
beginning  after  1992  with  respect  to  an 
immediately  preceding  short  year. 

Simplified  Filing  Method 

The  alternative  calculation  method 
(“ACM”)  for  unfunded  vested  benefits, 
provided  for  in  current  §  2610.23(c),  is  an 
easier,  though  less  accurate,  method  of 
calculating  the  amount  of  unfunded 
vested  benefits  (“UVBs”) — on  which  the 
variable  rate  premium  is  based — than 
the  general  rule  described  in  $  2610.23 
(a)  and  (b).  Whereas  the  general  rule 
prescribes  standards  for  the  actuarial 
determination  of  UVBs  from  basic  data, 
the  ACM  provides  formulas  (and 
optional  tables  of  substitution  factors 
that  may  be  used  in  place  of  one 
expression  in  one  of  the  formulas)  for 
calculating  UVBs  from  data  reported  on 
Form  5500  Schedule  B  for  the  prior  year. 

Both  the  general  rule  and  the  ACM 
yield  values  for  UVBs  as  of  the  last  day 
of  the  plan  year  preceding  the  premium 
payment  year,  the  “snapshot  date"  for 
computing  the  variable  rate  premium. 
The  Schedule  B  data  on  which  the  ACM 
is  based,  however,  are  as  of  the  first,  not 
the  last,  day  of  that  prior  year.  In 
addition  to  other  adjustments  that  may 
be  necessary,  therefore,  the  ACM  must 
“bring  forward”  the  data  to  the  end  of 
the  prior  year.  Rather  than  bring  each 
figure  forward  separately,  the  ACM  uses 
the  data  to  calculate  UVBs  as  of  the  first 
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day  of  the  prior  year,  then  brings  just  the 
UVB  figure  forward  by  adding  interest. 

The  ACM  begins  with  the  values  of 
the  current  liability  for  vested  benefits 
reported  on  Schedule  B  as  of  the 
beginning  of  the  plan  year  preceding  the 
premium  payment  year.  In 
S  2610.23(cXl).  it  increases  diose  benefit 
values  to  r^ect  accruab  for  active 
participants  during  that  plan  year.  Then, 
in  S  2610J23(cKZ}.  it  adjusto  the  benefit 
values  to  account  for  any  difference 
between  the  current  liability  interest 
rate  (or  rates]  actually  used  to 
determine  them  (the  “Funding  Interest 
Rate(s)‘']  and  the  interest  rate 
prescribed  by  dm  statute  and 
S  2610.23(bKl)  for  premium  purposes 
(the  “Premium  Interest  Rate”].  The 
adjusted  vested  benefit  values  are 
added  together  to  give  a  single  figure 
reflecting  all  adjusted  vested  benefits  as 
of  the  first  day  of  the  plan  year 
preceding  the  premium  payment  year. 

In  S  2610.23(c](4],  the  ACM  begins 
with  the  asset  value  reported  on. , 
Schedule  B  as  of  the  beginning  of  the 
plan  year  preceding  the  premium 
payment  year  and  increases  that  value 
to  reflect  contributions  made  since  the 
beginning  of  the  preceding  plan  year. 

The  result  is  an  adjusted  value  of  assets 
as  of  the  beginning  of  that  year.  The 
difference  between  adjusted  vested 
benefits  as  of  the  beginning  of  the  year 
before  the  premium  payment  year  and 
the  adjusted  asset  value  as  of  the  same 
date  is  the  UVBs  as  of  that  date.  Finally, 
in  §  2610.23(c](5],  the  ACM  adjusts  that 
UVB  figure  by  adding  interest  (at  the 
Premium  Interest  Rate]  from  tlm  first 
day  of  the  year  before  the  premium 
payment  year  (i.e.,  the  day  as  of  which 
the  UVBs  were  calculated]  to  the  end  of 
that  year  (ie.,  the  day  before  the 
beginning  of  the  premium  payment 
year].  This  in  effect  produces  a  value  of 
UVBs  as  of  the  last  day  of  the  plan  year 
preceding  the  premium  payment  year. 

Small  plans  (which,  for  this  purpose, 
means  those  paying  premiiuns  for  fewer 
than  500  participants]  use  this  UVB 
value  directly  as  the  basis  for  * 

determining  the  amount  of  the  variable 
rate  premium.  Under  S  2tS10.23(d], 
however,  large  plans  (those  paying 
premiums  for  500  or  more  participants] 
must  correct  thb  UVB  value  for  any 
significant  events,  as  defined  in 
§  2610.23(d],  that  may  have  occurred 
during  the  prior  year  (Le..  between  the 
date  of  the  Schedule  B  data  and  the 
premium  “snapshot  date”].  (The  same 
significant  events  must  be  taken  into 
accoimt  under  the  general  rule.] 

The  PBGC  introduced  the  ACM,  when 
the  variable  rate  premium  was  first 
added  to  ERISA,  in  response  to  its 
concern  that  the  method  described  in 


the  statute  for  determining  UVBs  (which 
is  tracked  by  the  general  rule  in  t^ 
regulation]  would  be  quite  expensive 
ai^  time-consuming  to  apply,  especially 
for  smaller  plans.  l%e  ACM  was 
designed  for  ease  of  use,  with  the 
thou^t  that  it  would  give  small  plan 
administrators  a  way  to  calculate 
variable  rate  premiums  fiom  Form  5500 
Schedule  B  data  without  the  services  of 
an  actuary.  Indeed,  the  PBGC  expected 
most  plans,  including  large  plans,  to  use 
the  ACM  routinelylind  to  resort  to  the 
more  difficult  general  rale  only  when 
unusual  circumstances  made  it  apparent 
that  the  general  rule  results  woi^  be 
much  more  favorable  than  the  ACM 
results. 

Of  course,  achieving  simplicity  meant 
sacrificing  accuracy.  The  ACM  was 
devised  on  the  basis  of  the  soundest 
actuarial  principles  and  most  effective 
actuarial  techniques  available  to  be  an 
imbiased  surrogate  for  the  general  rule 
both  in  the  aggregate  and  for  most  plans 
individually.  However,  the  PBGC 
recognized  that  UVBs  (and  thus 
premiums]  calculated  with  the  ACM 
would  vary  from  what  Aey  would  be 
under  the  general  rule,  and  would  in 
some  cases  be  substantially  different. 
Weighing  the  expected  magnitude  of 
premium  vsuriations  under  toe  ACM 
against  the  (lerceived  iteed  for  relief 
fiom  toe  burdens  of  toe  genered  rule,  the 
PBGC  concluded  that  the  risks  arising 
from  the  ACM’s  inaccuracy  were 
acceptable. 

Having  reassessed  these 
consideraticms  in  connection  with  its 
premium  simplification  efforts,  the 
PBGC  now  believes  that  the  balance  has 
shifted.  On  the  one  hand,  the  major 
premium  increase  in  1991  means  that  the 
effect  on  premiums  of  any  given 
variation  in  UVBs  is  half  again  as  great 
as  it  was  in  1988.  On  the  other  hand,  a 
number  of  actuarial  consulting  firms 
report  that  many  large  plans  ^t  expect 
to  pay  variable  rate  premiums  routinely 
calculate  them  under  both  the  ACM  and 
toe  general  rule  and  pay  toe  smaller 
amount,  thus  suggesting  that  general 
rule  determinations  are  considerably 
less  burdensome  than  the  PBGC  initially 
feared,  at  least  for  larger  plans. 
Accordingly,  there  now  appears  to  be 
cause  for  concern  that  the  PBGC  may  be 
exposed  to  possibly  significant  revenue 
loss  in  indi^dual  cases  where  toe  ACM 
is  selected  over  the  general  rule 
specifically  because  the  former  yields  a 
lower  premium  than  the  latter. 

In  addition,  it  appears  that  the  ACM  is 
not  as  easy  to  use  as  the  PBGC  initially 
thought  Adjustment  of  the  Schedule  B 
data  under  the  ACM  requires  the  use  of 
formulas  with  several  terms  and  factors, 
including  expressions  with  negative 


and/or  fiactional  exponents,  that  some 
small  plan  administrators  evidently  find 
daunting.  Despite  the  ACM’s  ease  of  use 
in  comparison  to  the  general  rule,  toe 
PBGC  has  received  complaints  about  its 
complexity. 

The  PBGC  proposes  to  address  these 
problems  by  replacing  the  ACM  with  a 
simpler  procedure  and  restricting  the 
new  procedure’s  use  by  large  plans.  The 
F6GC  has  devised  a  simplified  filing 
method  (“SFM”]  that  is  even  easier  to 
use  than  the  A(^  with  the  hope  that 
more  smaU  plan  administrators  will  be 
able  to  use  the  SFM  to  compute 
premiums  without  the  assistance  of  an 
actuary  than  appears  to  be  the  case  with 
the  ACM.  The  new  SFM  eliminates  all  of 
the  existing  ACM  formulas  and  replaces 
them  with  tables  of  adjustment  fo^ors 
and  simple  arithmetical  rules.  Under  toe 
proposed  amendment,  toe  SFM  would 
replace  toe  ACM  for  all  plan  years 
beginning  after  1902.  However,  as 
discussed  in  detail  below,  plans  paying 
premiums  for  500  or  more  participants 
would  not  be  allowed  to  use  the  SFM  if 
their  UVBs  as  determined  under  the 
SFM  were  less  than  if  they  had  used  the 
general  rule. 

(The  PBGC  invites  public  comment 
regarding  what  proportion  of  plans  of 
various  sizes  routinely  determine  UVBs 
under  both  the  ACM  and  the  general 
rule  before  they  decide  which  method  to 
use  for  paying  premiums,* whether  they 
do  it  in  all  cases  or  only,  for  example, 
when  an  ACM  calculation  shows  some 
amount  of  UVBs.  and  whether  the 
general  rule  detenninations  made  for 
this  purpose  are  full  final  determinations 
on  which  a  premium  filing  could  be 
based  or  merely  trial  determinations 
that  cost  substantially  less  than  full 
determinations  and  that  are  intended 
only  as  a  basis  for  deciding  whether  full 
determinations  should  be  made. 
Similarly,  the  PBGC  invites  comment 
regarding  whether  a  significant  number 
of  plans  that  currently  calculate  UVBs 
under  toe  ACM  without  making  a 
general  rule  determination  would 
encounter  obstacles  to  timely  filing 
(involving,  e.g.,  general  rule  data 
collection]  under  the  PBGC’s  proposed 
restriction  on  the  use  of  the  SFM  by 
larger  plans  and  what  (if  anything] 
mi^t  be  done  in  the  context  of  this 
proposed  amendment  to  alleviate  any 
such  problems.] 

Overview  of  the  SFM 

Like  toe  ACM.  the  SFM  would  start 
from  figures  reported  on  Form  5500 
Schedule  B  as  of  the  beginning  of  the 
plan  year  preceding  the  premium 
payment  yean  add  accruals  and 
contributions  for  that  yean  correct  for 
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any  difference  between  the  current 
liability  interest  rate(s)  (the  “Fimding 
Interest  Rate(s]’’)  actually  used  and  the 
required  interest  rate  under 
S  2610.23(b)(1)  (the  “Premium  Interest 
Rate”):  and  bring  the  resulting  UVB 
figure  forward  to  the  end  of  the  plan 
year  preceding  the  premium  payment 
year  by  adding  interest  at  the  Premium 
Interest  Rate.  Unlike  the  ACM,  however, 
the  SFM  would  use  no  formulas.  Instead, 
it  would  provide  two  tables  of  factors 
for  adjusting  the  Form  5500  vested 
benefit  figures  to  reflect  the  difference 
between  the  Premium  Interest  Rate  and 
the  Funding  Interest  Rate  and  give 
additional  simple  arithmetic  rules 
(involving  only  addition,  subtraction, 
and  multiplication)  for  making  other 
adjustments  to  the  Form  5500  figiures 
and  the  resulting  UVB  figure.  The 
factors  in  the  tables  would  replace  the 
ACM  interest  adjustment  formula  and 
related  tables  in  current  §  2610.23(c)  (2) 
and  (3).  The  additional  simple 
arithmetical  rules  would  replace  the 


provision  that  adjusts  assets  for 
contributions  under  current 
§  2610.23(c)(4)  and  the  formula  in 
current  $  2610.23(c)(5)  that  adjusts  UVBs 
for  the  passage  of  time.  The  ACM 
adjustment  for  accruals  in  current 
S  2610.23(c)(1),  which  is  now  based  on  a 
percentage  of  vested  benefits,  would  be 
replaced  by  an  adjustment  based  on  the 
amount  of  accruals  reported  on  the 
Schedule  B. 

Perhaps  the  best  way  to  introduce  the 
proposed  SFM  is  to  work  through  an 
example  showing  how  it  would  be  used 
to  compute  UVBs  in  a  simulated 
premium  filing.  Accordingly,  assume 
that  a  small  calendar  year  plan,  for 
which  the  plan  administrator  is 
computing  the  1993  variable  rate 
premium  using  the  SFM,  has  the 
following  data  on  its  Schedule  B  for 
1992: 

Item  6d  (current  liability  for  vested 
benefits  as  of  1/1/92) — 

(i)  (retirees  and  beneficiaries):  $40,000: 

Table  1 


(ii)  (terminated  vested  participants): 

$10,000: 

(iii)  (active  participants):  $110,000: 

Item  6e  (increase  in  current  liabilities  for 

accruals  in  1992):  $8,000: 

Item  7  (total  employer  and  employee 
contributions  for  1992):  $10,000: 

Item  8b  (actuarial  value  of  assets — 
assume  as  of  1/1/92):  $100,000; 

Item  12c(i)  (current  liability  interest 
rates  (Funding  Interest  Rates)) — 
Pre-retirement  8.0  percent  Post¬ 
retirement  7.625  percent 
Item  12d  (assumed  retirement  age):  62. 
The  interest  rate  required  imder 
§  2610.23(b)(1)  (the  Premium  Interest 
Rate)  that  ^e  plan  administrator  would 
use  would  be  that  for  January  1993; 
assume  that  it  is  7.91  percent  Finally, 
the  plan  administrator  would  have  to 
refer  to  the  tables  of  adjustment  factors 
in  proposed  §  2610.23(c)(3).  For 
convenience,  a  portion  of  each  table  is 
reproduced  here:  their  use  is  explained 
as  the  example  proceeds. 


[To  be  used  when  the  Premium  Interest  Rate  is  less  than  the  Funding  interest  Rate] 


Column  A 

Column  B 

Column  C 

if  the  Funding  Interest  Rate  minus  the 
Premium  Interest  Rate  (to  the  nearest 
hundredth  of  a  percent)  Is— 

The  factor  for  pay- 
status  benefits  is— 

The  factor  for  pra-pay-status  benefits  (based  on  the  plan's  assumed  retirement  age)  is— 

(or  ages  under  60 

(or  ages  60-61 

for  ages  62-63 

for  ages  over  63 

at  least 

but  not  over 

0.01 

0.25 

1.02 

1.04 

1.04 

1.05 

1.05 

.28 

.50 

1.03 

1.06 

1.09 

1.10 

1.11 

.51 

.75 

1.05 

1.12 

1.13 

1.15 

1.16 

Table  2 

[To  be  used  when  the  Premium  Irrterest  Rate  equals  or  exceeds  the  Funding  Interest  Rate] 


Column  A 

Column  B 

Column  C 

if  the  Premium  Interest  Rate  minus  the 
Funding  Interest  Rate  (to  the  nearest 
hurtdredth  of  a  percent)  is— 

The  factor  for  pay- 
status  benefits  »— 

The  factor  (or  pre-pay-status  benefits  (based  on  the  plan’s  assumed  retirement  age)  is— 

for  ages  under  60 

for  ages  60-61 

for  ages  62-63 

for  ages  over  63 

at  least 

but  not  over 

0.00 

0.25 

1.00 

1.00 

1.00 

1.00 

1.00 

.26 

.50 

.98 

.97 

.96 

.96 

.95 

.51 

.75 

.97 

.95 

.92 

.91 

.91 

To  find  the  plan*^8 12/31/92  UVBs  in 
order  to  compute  the  1993  variable  rate 
premium,  the  plan  administrator  would 
take,  the  following  steps: 

Step  1:  Adjust  the  1/1/92  Benefit  Value 
for  Retirees  and  Beneficiaries 

The  plan  administrator’s  first  step  is 
to  adjust  the  1/1/92  value  of  vested 
benefits  for  retirees  and  beneficiaries  to 
reflect  the  difference  between  the 
Funding  Interest  Rate  used  to  value 
those  benefits  and  the  Premium  Interest 


Rate  mandated  by  the  statute.  The 
unadjusted  benefits  value  is  on  line  6d(i) 
of  the  Schedule  B:  $40,000.  The 
adjustment  factor  depends  on  the 
difference  between  the  Funding  Interest 
Rate  and  the  Premium  Interest  Rate;  for 
retiree  benefits,  the  Premium  Interest 
Rate  is  compared  with  the  post¬ 
retirement  Funding  Interest  Rate.  The 
SFM  table  headings  tell  which  table  the 
adjustment  factor  should  come  fiom.  In 
this  case,  the  factor  comes  from  Table  2, 
because  the  Premium  Interest  Rate  (7.91 


percent)  is  greater  than  the  applicable 
Funding  Interest  Rate  (7.625  percent). 
The  adjustment  factor  comes  from  the 
second  row  of  Table  2,  because  the 
difference  between  the  Premium  Interest 
Rate  and  the  Funding  Interest  Rate  is  in 
the  0.26-0.50  range  on  the  second  row  of 
column  A  of  Table  2  (7.91  minus  7.625  is 
0.285,  which  rounds  up  to  0ut9 
percentage  points).  Following  this  row 
over  to  colunm  B  leads  to  the 
adjustment  factor  for  the  line  6d(i)  ^ 
amount.  The  factor  is  0.98.  Multiplying 
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$40,000  by  0.98  gives  $39,200.  This  is  the 
adjusted  1/1/92  value  of  vested  beneHts 
for  retirees  and  beneficiaries. 

Step  2:  Adjust  the  1/1/92  Benefit  Value 
for  Terminated  Vested  Participants 

The  second  step  is  very  much  like  the 
first.  Here,  the  plan  administrator 
adjusts  the  1/1/92  value  of  vested 
beneHts  for  terminated  vested 
participants  to  reflect  the  difference 
between  the  Funding  Interest  Rate  and 
the  Premium  Interest  Rate.  This 
unadjusted  benefits  value  is  on  line 
6d(ii)  of  the  Schedule  B:  $10,000.  Once 
£igain,  the  adjustment  factor  depends  on 
the  difference  between  the  Funding 
Interest  Rate  and  the  Premium  Interest 
Rate,  but  where  (as  here)  the  pre-  and 
post-retirement  Funding  Interest  Rates 
are  different,  the  plan  administrator 
must  compare  the  greater  of  the  two 
Funding  Interest  Rates  with  the  Premium 
Interest  Rate  to  get  the  adjustment 
factor  for  terminated  vested 
participants*  benefits.  In  this  case,  the 
pre-retirement  Funding  Interest  Rate  (8.0 
percent)  is  greater  than  the  post¬ 
retirement  Funding  Interest  Rate  (7.625 
percent).  For  this  step,  therefore,  the 
adjustment  factor  comes  from  Table  1, 
because  the  Premium  Interest  Rate  (7.91 
percent)  is  less  than  the  applicable 
Funding  Interest  Rate  (8.0  percent).  The 
adjustment  factor  comes  from  the  first 
row  of  Table  1,  because  the  difference 
between  the  Premium  Interest  Rate  and 
the  Fimding  Interest  Rate  is  in  the  0.01- 
0.25  range  on  the  first  row  of  column  A 
of  Table  1  (8.0  minus  7.91  is  0.09 
percentage  points). 

Since  terminated  vested  participants 
have  not  yet  retired,  the  adjustment 
factor  for  the  value  of  their  benefits  also 
depends  on  the  plan’s  assumed 
retirement  age.  The  assumed  retirement 
age  for  this  plan  is  62.  So  the  plan 
administrator  follows  the  first  row  of 
Table  1  over  to  column  C  and  then  looks 
in  the  subcolumn  headed  “for  ages  62- 
63"  for  the  adjustment  factor  for  the  line 
6d(ii)  amount.  The  factor  is  1.05. 
Multiplying  $10,000  by  1.05  gives  $10,500. 
This  is  the  adjusted  1/1/92  value  of 
vested  benefits  for  terminated  vested 
participants. 

Step  3:  Adjust  the  1/1/92  Benefit  Value 
for  Active  Participants 

The  third  step  is  almost  the  same  as 
the  second.  Here,  the  plan  administrator 
adds  accruals  for  1992  to  the  1/1/92 
value  of  vested  benefits  for  active 
participants  and  adjusts  the  sum  to 
reflect  the  difference  between  the 
Funding  Interest  Rate  and  the  Premium 
Interest  Rate.  The  unadjusted  benefits 
value  for  active  participants  is  on  line 
6d(iii)  of  the  Schedule  B:  $110,000.  The 


current  liability  increase  for  1992 
accruals  is  on  line  6e  of  the  Schedule  B: 
$8,000.  The  sum  of  these  two  figures  is 
$118,000.  The  plan  administrator  uses 
the  same  Funding  Interest  Rate,  and 
thus  the  same  table  (Table  1)  and  row 
(the  first  row),  to  find  the  adjustment 
factor  for  active  participants’  benebts  as 
was  used  for  terminated  vested 
participants’  benefits  in  step  2.  'The  plan 
administrator  also  uses  the  same  column 
(C)  and  subcolumn  (for  ages  62-63)  as  in 
step  2.  So  the  adjustment  factor  for  the 
line  6d(iii)  amount  is  the  same  as  that 
for  the  line  6d(ii)  amount:  1.05. 
Multiplying  $118,000  by  1.05  gives 
$123,900.  'This  is  the  adjusted  1/1/92 
value  of  vested  benefits  for  active 
participants. 

The  sum  of  the  three  adjusted  1/1/92 
vested  benefits  values  is  therefore 
$173,600  ($39,200-1- $10,500 -f-$123,900), 
and  this  is  the  total  value  of  vested 
benefits  as  of  1/1/92  that  will  be  used  in 
computing  l/l/92  UVBs  in  step  5  below. 

Step  4:  Adjust  the  l/l/92  Value  of  Plan 
Assets 

In  this  step,  the  plan  administrator 
adjusts  the  1/1/92  value  of  plan  assets 
to  reflect  contributions  for  1992.  The 
unadjusted  plan  asset  value  comes  from 
line  8b  of  the  Schedule  B:  $100,000.  The 
total  1992  contributions  come  from  item 
7  of  the  Schedule  B:  $10,000.  The 
contributions  (which  may  have  been 
made  on  various  dates  in  1992  and  1993) 
are  discounted  back  to  1/1/92  by 
multiplying  them  by  0.95.  (The  SFM  uses 
this  same  discount  factor  no  matter 
what  the  Premium  Interest  Rate  is  and 
no  matter  when  the  contributions  were 
actually  made.)  Multiplying  $10,000  by 
0.95  gives  $9,500  as  the  discounted  value 
of  the  contributions.  Then  adding  the 
discounted  contributions  to  the 
unadjusted  assets  value  gives  $109,500 
($100,000  plus  $9,500).  This  is  the 
adjusted  value  of  plan  assets  as  of  l/l/ 
92. 

Step  5:  Compute  the  UVBs 

In  this  step,  the  plan  administrator 
computes  the  1/1/92  UVBs  and  then 
adjusts  them  so  that  the  adjusted  bgure 
can  be  used  as  12/31/92  Ul^s,  'The  l/l/ 
92  UVBs  are  equal  to  the  total  adjusted 
1/1/92  vested  benefits  (from  steps  1,  2, 
and  3)  minus  the  total  adjusted  1/1/92 
assets  (from  step  4).  At  the  end  of  step  3, 
the  total  adjusted  l/l/92  benefits  were 
found  to  be  $173,600;  in  step  4,  the  total 
adjusted  1/1/92  assets  were  found  to  be 
$109,500.  So  the  1/1/92  UVBs  are  $64,100 
($173,600  minus  $109,500).  To  adjust  this 
1/1/92  bgure  for  use  as  a  12/31/92 
bgure,  the  plan  administrator  adds 
interest  using  the  Premium  Interest  Rate 
as  the  interest  rate.  Since  the  Premium 


Interest  Rate  is  7.91  percent,  the  1/1/92 
UVBs  are  multiplied  by  1.0791  (1  plus 
the  Premium  Interest  Rate)  to  yield 
$69,170.31.  This  is  the  UVBs  as  of  12/31/ 
92.  The  plan  administrator  then  uses  this 
UVB  figure  to  determine  the  plan's 
variable  rate  premium. 

Details  of  the  SFM 

The  SFM,  applicable  to  premium 
payment  years  beginning  after  1992, 
would  be  set  forth  in  §  2610.23(c),  and 
the  ACM,  limited  to  premium  payment 
years  beginning  before  1993,  would  be 
transferred  to  a  new  §  2610.23(f).  New 
§  2610.23(c)(1),  like  the  introductory  text 
of  existing  §  2610.23(c),  would  be  a 
summary  or  general  statement  of  how 
the  method  would  work,  and 
§  2610.23(c)(2)-(7)  would  provide  the 
detailed  rules.  Tlie  tables  of  factors  to 
be  applied  to  the  vested  benefit  values, 
and  general  rules  for  their  use,  would  be 
in  §  2610.23(c)(2).  (To  avoid  possible 
confusion,  the  SFM  tables  would  be 
called  Tables  1  and  2  to  distinguish  them 
from  ACM  Tables  A  and  B.)  Section 
2610.23(c)(3)-(5)  would  contain  specific 
adjustment  rules  for  the  vested  benefits 
of  retirees  and  beneficiaries,  terminated 
vested  participants,  and  active 
participants  respectively.  Section 
2610.23(c)(6)  would  provide  for  adjusting 
plan  assets,  and  §  2610.23(c)(7)  for 
determining  and  adjusting  UVBs. 

Use  of  the  SFM,  as  of  the  ACM,  would 
be  restricted  for  plans  paying  premiums 
for  500  or  more  participants,  but  the 
restrictions  would  now  be  more 
stringent.  The  ACM  requires  such  plans 
to  make  adjustments  for  any  significant 
events  described  in  §  2610.23(d),  and  the 
SFM  would  continue  this  requirement, 
which  would  be  stated  explicitly  in  new 
§  2610.23(c)(1)  instead  of  just  in 
§  2610.23(d)  as  at  present.  In  addition, 

§  2610.23(c)(1)  would  allow  such  plans 
to  use  the  SFM  only  if  the  amount  of 
their  UVBs  determined  under  the 
general  rule  were  not  greater  than  that 
calculated  with  the  SFM.  An  enrolled 
actuary  would  be  required  to  certify  to 
that  fact  if  the  SFM  were  used,  and  if  an 
audit  found  that  the  general  rule  UVBs 
were  greater,  the  amoimt  of  any 
premium  deficiency  (and  related  interest 
and  penalties)  would  be  based  on  the 
(higher)  general  rule  figure. 

As  discussed  above,  this  new 
restriction  is  proposed  as  a  response  to 
concerns  that  the  PBGC  may  be  exposed 
to  significant  revenue  losses  in 
individual  cases  where  large  plans 
select  the  ACM  over  the  general  rule 
because  calculations  with  both  methods 
show  that  use  of  the  ACM  minimizes 
UVBs.  The  PBGC  believes  that  the  new 
rule  will  solve  this  problem  without 
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imposiag  aitbetanttal  additional 
adminiskrative  coats  on  plana.  A  atady 
of  premium  filiegs  suggests  6iat  more 
than  four-fifths  of  single-employer  plans 
pay  no  vari^le  rate  premiums;  for  most 
of  those  plana,  the  al»eiice  of  UVBs  is 
likely  to  be  obvious  even  before  any 
calculations  are  done.  As  for  large  plans 
whose  funding  status  is  not  so  clear,  the 
PBGC  has  reason  to  believe,  as  noted 
above,  that  calculations  under  both  the 
general  rule  and  the  ACM  are  akeady 
routinely  done  as  part  of  the  premium 
payment  process. 

The  Sf^  would  also  include  another 
new  lisoitatian  (applicable  to  all  plans). 
Section  2610JS(c)(l)  would  provide  that 
the  SFM  could  be  used  only  if  the 
Premium  Interest  Rate  prescr&ed  under 
§  2610.23{bKl)  were  aot  more  than  kx 
percental  points  le«  than  the  plan's 
Fimding  Interest  Rates  from  its  Schedule 
B.  This  hmitatioa  wotild  be  needed 
because  i»e  of  the  tables  in  new 
§  2610.Z3(c)(3)  would  be  mandatory 
under  the  SFM  (unlike  the  ACM.  in 
which  use  of  the  tables  is  optional),  and 
TaUe  1  woi^  only  cover  Funding 
Interest  Rates  up  to  six  percentage 
points  higher  than  the  Premium  Interest 
Rate.  The  restriction  of  Table  1  to  a  six- 
point  rate  spread  reflects  two 
considerations.  One  is  that  the  SFM 
makes  simphfying  assumptions  about 
interest  rates,  and  these  assumptions 
introduce  inaccuracies  that  tbou^ 
relatively  small  when  the  Funding 
Interest  Rate  is  close  to  the  Premium 
Interest  Rate,  became  more  significant 
when  the  rates  divoge  further.  The 
other  is  that,  because  of  the  way  the 
Premium  Interest  Rate  and  the 
permissible  range  of  the  Funding 
Interest  Rate  are  set  1^  statute,  a  six- 
point  spread  between  them  is  extremely 
unlikely.  (Although  no  limitation  %voak] 
be  placed  on  use  of  the  SFM  by  a  plan 
whose  Funding  Interest  Rate  (or  Funding 
Interest  Rates)  was  (or  were)  lower  than 
the  Premium  Interest  Rate,  no  matter 
how  great  the  spread,  the  ad^stment 
factors  provided  for  spreads  greater 
than  six  points  ivould  be  the  same  as  for 
a  six-potBt  spread.  A  six-point  spread 
when  the  Ftmding  Interest  Rate  is  lower 
than  the  Premium  Interest  Rale  is 
considered  even  less  likely  than  when 
the  Funding  Int^^t  Rsrte  is  hi^ier.) 

In  addition  to  setting  forth  the  two 
tables  of  vested  benefit  adjustment 
factors,  proposed  S  2610.23(cK2)  would 
describe  how  to  select  a  t^le  and  a  row 
within  a  table  in  finding  each 
adjustment  factor.  The  benefit 
adjustment  factors  would  adjust  the 
vested  benefit  values  for  the  difierence 
between  the  Premium  Interest  Rate  and 
the  Funding  Interest  Rate,  and  this 


difference  would  accordiDgly  determine 
the  table  and  row  from  whida  each 
adjustment  fackx  would  be  taken.  The 
Premium  Interest  Rate  in  the  SFM  is  the 
same  as  the  quantity  catted  'lUR''  in  the 
ACM,  viz.,  the  rate  prescribed  in 
§  2610.23(bKl)  for  t^  month  in  which 
the  premium  payment  year  began.  The 
Funding  interest  Rate  would  be  one  of 
the  rates  entered  in  the  pre-  or  post- 
retirement  column  of  line  12c(i)  on  the 
Schedule  B.  The  pre-  and  post¬ 
retirement  Funding  Interest  Rates  are 
the  same  as  the  ACMs  BLA  and  BIR 
respectively. 

Since  choosing  a  table  and  row  would 
depend  on  the  Funding  Interest  Rate 
applicable  to  each  vested  benefit 
amount,  §  2610.23(c)(2)  would  refer  to 
the  specific  ad^ustmeitt  rules  for  the 
three  vested  benefits  amounts  (in 
§  2610.23(c)(S)-{5))  for  the  Funding 
Interest  Rate  to  be  used  for  eadi 
adjustment.  If  the  Premium  Interest  Rate 
were  less  than  the  applicable  Funding 
Interest  Rate.  Table  1  would  be  used;  if 
the  Premium  Interest  Rate  were  equal  to 
or  greater  than  the  Funding  Interest 
Rate,  Table  2  would  be  used.  To  find  the 
proper  row  in  the  table,  the  difference 
between  the  Funding  Interest  Rate  and 
the  Premium  Interest  Rate  (determined 
by  subtracting  the  smaller  of  the  two 
from  the  larger)  would  be  rounded  to  the 
nearest  hundredth  of  a  percent  (For 
example.  1.035  percentage  points  would 
round  to  1.04  points,  and  0.374 
percentage  points  would  round  to  0.37 
points.)  One  would  then  locate  the  rate 
range  in  column  A  of  the  table  that 
included  the  difference  between  the 
Premium  Interest  Rate  and  the 
applicable  Funding  Interest  Rate.  Each 
row  would  cover  a  difference  range  of 
one-quarter  of  one  percent  The 
appropriate  factor  for  the  particular 
combination  of  Premium  Interest  Rate 
and  Funding  Interest  Rate  would  be 
found  on  that  row  in  the  appropriate 
column  of  the  table.  The  specific 
adjustment  rules  for  the  three  vested 
ben^its  amounts  in  i  26ia23(c)(3)-(5) 
would  also  tell  which  column  (and,  for 
line  6d(ii}  and  6d(iti)  adjustments,  which 
subcoluran)  of  the  appropriate  table  to 
use  for  each  adjustinrat 
Under  §  2616L^c)(3).  die  post- 
retirement  Ftmding  Interest  Rate  would 
be  used  to  find  the  factor  for  achusting 
the  value  fi^m  line  8(^1)  ol  the  Schedule 
B,  since  that  is  the  rate  used  to  value 
retiree  benefits  for  the  Schedule  B.  The 
appropriate  column  for  the  line  6d(i) 
adjustment  factca  would  be  column  B. 
The  adjusted  line  6d(i)  amount  under 
§  2610.23(c)(3)  would  amply  be  the 
unadjusted  amount  from  that  Ime 
multiplied  by  the  factor  found  in  the 


appropriate  table  foHowii^  the  rules  in 
I  2610.23(c)  (^  and  (3). 

The  benefits  of  CM:tive  and  terminated 
vested  participcints  may  be  valued  using 
two  rates,  one  for  the  pre-retirement 
period  and  another  for  the  post¬ 
retirement  period.  To  simplify  the  SFM. 
only  one  rate  would  be  used  to  find  the 
adjustment  factors  for  ffiese  values.  In 
order  to  avoid  premhnn  losses  to  the 
PBGC,  5  2610.23(c)  (4)  and  (5)  would 
require  that  the  greater  of  the  pre-  and 
post-retirement  Funding  Interest  Rates 
be  used  to  find  the  adjustment  factors 
for  the  values  from  lines  ed(ii)  and 
6d(in)  of  the  Schedule  B. 

The  appropriate  column  for  the  line 
6d(ii)  and  6d(iu)  adjustment  factors 
would  be  column  C.  To  find  the  factors, 
the  assumed  retirement  age  reported  on 
line  12d  of  the  Schedule  B  would  be 
used  to  select  the  proper  subcolumn  of 
column  C.  (The  assumed  retirement  age 
in  the  SFM  is  die  same  as  the  assumed 
retirement  age  used  in  the  ACM.)  Each 
subcolumn  is  headed  by  a  range  of  ages: 
under  60, 60-61, 62-63,  and  over  63.  The 
subcolumn  used  would  be  the  one 
whose  heading  included  the  assumed 
retirement  age. 

In  additioQ  to  specifying  the  Funding 
Interest  Rate,  column,  and  subcolumn  to 
be  used  in  adjusting  the  line  6d(ii) 
amount,  S  2610.23(cK4)  would  provide 
simply  that  the  adjusted  hne  6d(ii) 
aamunt  would  be  the  unadjusted 
amount  from  that  line  multiplied  by  the 
factor  found  in  the  appropriate  table 
following  the  rules  in  S  2610.23(c)  (2)  and 
(4).  Section  2610.23(c)(5).  on  the  oth^ 
hand,  would  require  that  the  unadjusted 
line  6d{iii)  amount  be  increased  by  the 
amount  of  the  expected  current  liability 
increase  for  benefits  accruing  durkig  the 
pkn  year  preceding  the  premium 
payment  year — from  fine  6e  of  the 
Schedule  B — before  being  multiplied  by 
the  adjustment  factor.  The  line  6d(iii) 
factor  would  be  the  same  as  the  line 
6d(ii)  factor  because  it  would  be  based 
on  the  same  Funding  Interest  Rate  and 
assumed  retirement  age. 

The  use  of  the  expected  current 
liability  increase  figime  from  line  6e  of 
the  Schedule  B  represents  a  chaise  from 
the  ACM,  which  approximated  accruals 
as  an  amount  equal  to  seven  percent  of 
the  combined  vested  benefits  of  active 
and  terminated  vested  participants — no 
accrual  figure  having  been  available  on 
the  Schethile  B  when  the  ACM  was 
devised.  While  the  fine  6e  figure  is 
typically  determined  as  of  dte  first  day 
of  the  phm  year,  it  need  not  be;  the  use 
of  a  later  date  would  make  benefit 
liabilities  under  die  SFM  higher  than  if 
the  determination  were  made  as  (4  the 
beguning  of  the  plan  year,  because  the 


Federal  Register  /  Vol.  57,  No.  70  /  Friday,  April  10,  1992  /  Proposed  Rules 


12673 


SFM  would  add  the  line  6e  figure, 
without  discount,  to  the  value  of  active 
participants’  vested  benefits  as  of  the 
first  day  of  the  plan  year  from  line  6d(iii] 
of  the  ^hedule  B.  The  line  6e  figure  may 
also  include  nonvested  as  well  as  vested 
accruals,  and  this  also  would  tend  to 
inflate  benefit  liabilities.  However,  the 
PBGC  believes  that  the  amount  of  any 
such  inflation  would  typically  be 
minimal.  In  any  event,  a  plan  would  be 
free  to  use  the  general  rule  to  avoid  any 
disadvantage  ^at  the  SFM  might  cause 
either  by  not  providing  a  discount  or  by 
including  nonvested  accruals. 

The  three  adjusted  vested  benefits 
values  determined  under  S  2810.23(c)(2) 
-(5)  would  be  added  together  to  give  a 
total  adjusted  value  of  vested  benefits 
for  computing  UVBs  under  proposed 
§  2610.23(c)(7). 

The  factors  in  Tables  1  and  2  in 
S  2610.23(c)(2)  have  been  derived  from 
formulas  similar  to  the  formulas 
prescribed  under  the  ACM.  Each  column 
B  factor  is  equal  to  0.94°,  where  D  is 
equal  to  the  Premium  Interest  Rate 
minus  the  Funding  Interest  Rate. 
However,  the  factor  in  each  row  is  used 
for  a  range  of  D’s — the  ranges  shown  in 
column  A  of  each  table.  To  avoid 
premium  losses  to  the  PBGC,  the  Table  1 
factors  are  derived  using  the  highest 
percentage  point  difference  in  each 
range,  while  the  Table  2  factors  are 
derived  using  the  lowest  difference  in 
each  range.  For  example,  in  the  third 
row  of  Table  1,  D  would  be  -0.75,  but  in 
the  third  row  of  Table  2,  D  would  be 
0.51. 

Similarly,  each  column  C  factor  is 
equal  to  the  column  B  factor  from  the 
same  row  multiplied  by  ((107-D)/ 

107)  (A«A  «*  (^th  "ARA"  standing  for  the 
plan’s  assumed  retirement  age). 

However,  the  factor  in  each  subcolumn 
of  column  C  is  used  for  a  range  of 
assumed  retirement  ages — the  ranges 
shown  in  the  subcolumn  headings.  To 
avoid  premium  losses  to  the  PBGC,  the 
Table  1  factors  are  derived  using 
assumed  retirement  ages  from  the  high 
end  of  each  range,  while  Table  2  factors 
are  derived  using  assumed  retirement 
ages  from  the  low  end  of  each  range. 
(’The  low  end  of  the  under-60  range  is 
assumed  to  be  55,  and  the  high  end  of 
the  over-63  range  is  assumed  to  be  65.) 
Thus,  for  example,  in  the  60-61 
subcolumn  of  Table  1,  an  assumed 
retirement  age  of  61  is  used,  but  in  the 
same  subcolumn  of  Table  2,  the 
assumed  retirement  age  used  is  60. 

While  the  ACM  uses  both  pre-  and 
post-retirement  interest  corrections  in  its 
formula  for  adjusting  the  benefit  values 
for  active  and  terminated  vested 
participants,  the  formulas  used  to 
generate  the  SFM  tables  refer  to  only 


one  interest  frgure  for  these 
participants — either  the  pre-  or  post¬ 
retirement  Funding  Interest  Rate, 
whichever  is  greater.  To  avoid.having 
different  tables  for  different  values  of 
Premium  Interest  Rate,  the  SFM 
formulas  also  use  a  simplified  version  of 
the  fraction  expressing  the  ratio  of  the 
Funding  Interest  Rate  to  the  Premium 
Interest  Rate.  Since  the  value  of  this 
fraction  depends  mostly  on  the  spread 
between  the  Funding  Interest  Rate  and 
the  Premium  Interest  Rate,  rather  than 
on  their  actual  values,  the  SFM  formulas 
use  a  fraction  based  on  the  actual 
spread  and  an  assumed  Premium 
Interest  Rate  of  7.00  percent.  This 
assumed  value  of  Premium  Interest  Rate 
represents  a  rough  historical  average  of 
actual  Premium  Interest  Rates;  if 
Premium  Interest  Rates  begin  to  deviate 
signifrcantly  from  the  assumed  value, 
the  PBGC  may  fmd  it  appropriate  to 
issue  new  tables  based  on  a  different 
assumed  value. 

Proposed  S  2610.23(c)(6)  would 
provide  rules  for  adjusting  the  value  of 
plan  assets  taken  hrom  Schedule  B.  As 
under  the  ACM  (§  2610.23(c)(4)  of  the 
existing  regulation),  the  basic  frgiu^ 
would  come  from  line  8b,  unless  that 
figure  were  determined  as  of  a  date 
odier  than  the  frrst  day  of  the  prior  plan 
year,  in  which  case  the  figure  would 
come  from  line  6c.  However,  the  SFM 
would  provide  a  simplified  procedure 
for  adjusting  that  basic  figure. 

Like  the  existing  adjustment 
procedure,  the  new  [uticedure  in 
proposed  $  2810.23(c)(6)  would  correct 
for  any  contributions  made  for  the  plan 
year  preceding  the  premium  payment 
year.  The  value  of  assets  as  of  the  first 
day  of  that  prior  year,  whether  from  line 
8b  or  line  6c  of  the  Schedule  B,  must 
exclude  any  contributions  made  for  that 
year.  (Of  course,  contributions  for  the 
year  before  the  prior  year  are  includible 
in  the  value  of  assets  as  of  the  beginning 
of  the  prior  year  only  if  actually  made 
before  the  Schedule  B  for  the  prior  year 
is  filed.)  The  assets  figure  must  therefore 
be  increased  to  reflect  contributions  for 
the  prior  year. 

The  amount  of  contributions  made  for 
the  prior  year  would  be  taken  from 
columns  (b)  and  (c)  of  item  7  of  the 
Schedule  B.  The  contributions  would 
then  have  to  be  discoimted  to  reflect  the 
fact  that  they  were  paid  after  the  date  as 
of  which  the  plan  assets  figure  was 
determined  (^e  beginning  of  the  prior 
year).  In  order  to  simplify  this  step, 

§  2610.23(c)(6)(i)  would  use  a  flat 
discount  factor  of  0.95,  so  that  the 
discounted  contributions  amount  would 
be  the  total  contributions  amount  times 
0.95.  This  flat  discount  factor  reflects  an 
assumption  that  all  of  the  contributions 


being  discounted  would  have  been  made 
about  three-quarters  of  the  way  through 
the  prior  year  and  that  the  discount  rate 
would  be  about  7.00  percent  (the  same 
value  assumed  for  the  Premium  Interest 
Rate  in  the  simplified  ratio  between  the 
Funding  Interest  Rate  and  the  Premium 
Interest  Rate  that  is  used  in  the  formulas 
for  generating  the  benefit  adjustment 
tables  in  $  2810.23(c)(2)).  To  the  extent 
that  the  weighted  average  contribution 
date  were  earlier  or  the  Premium 
Interest  Rate  were  lower,  these 
assumptions  would  result  in  a  higher 
variable  rate  premium.  However,  the 
PBGC  believes  that  relatively  few  plans 
receive  contributions  so  early  as  to  be 
seriously  disadvantaged  by  ^e  SFM's 
assumed  weighted  average  contribution 
date.  In  any  event,  the  SFM  is  an 
optional  procedure  that  plans  need  not 
use.  (The  flat  discoimt  factor,  like  the 
tables  of  benefit  adjustment  factors  in 
§  2610.23(c)(2),  might  be  changed  if 
Premium  Interest  Rates  were  to  deviate 
significantly  from  historical  values.) 

Under  proposed  9  2610.23(c)(7),  the 
adjusted  assets  value  (compute  under 
proposed  9  2610.23(c)(6))  would  be 
subtracted  from  the  adjusted  benefits 
value  (computed  under  proposed 
9  2610.23(c)(2)-(5))  to  yield  the  value  of 
UVBs  at  the  beginning  of  the  plan  year 
preceding  the  premium  payment  year, 
and  this  figure  would  be  brought 
forward  to  the  end  of  the  prior  year  by 
multiplying  it  by  the  sum  of  one  plus  the 
Premium  Interest  Rate  (expressing  the 
Premium  Interest  Rate  as  a  decimal 
fraction  of  1,  not  as  a  percentage). 

The  ACM  uses  a  somewhat  more 
complicated  method  for  adjusting  the 
UVBs  figure,  expressed  in  a  formula  that 
compensates  for  the  possibility  that  the 
plan  year  preceding  the  premium 
payment  year  may  be  a  short  year.  By 
ignoring  that  possibility,  the  SFM  would 
be  simpler,  but  would  produce  a  higher 
UVB  amoimt,  and  therefore  a  higher 
variable  rate  premium,  for  a  premium 
payment  year  that  followed  a  short  plan 
year.  The  PBGC  believes  that  the 
increased  simplicity  of  the  SFM  in  this 
regard  outweighs  the  detriment  to  plans 
in  the  relatively  infrequent  situations 
where  there  is  a  short  plan  year, 
especially  in  view  of  the  fact  that  the 
SFM  (like  the  ACM)  would  be  an 
optional  computation  method. 

Taking  into  account  the  aggregate 
effect  of  all  of  the  differences  between 
the  ACM  and  the  SFM,  the  PBGC 
believes  that  its  aggregate  premium 
receipts  from  plans  using  the  SFM  would 
be  neither  less  than  nor  significantly 
greater  than  if  the  ACM  were  used 
instead.  For  most  plans,  the  results 
produced  by  the  SFM  would  differ  from 
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those  prodaced  by  the  ACM  priaiarily 
because  of  the  shift  from  the  ACM's 
assumed  valae  of  benefit  accruals  (in 
cuirent  S  2810.23(cKl])  to  the  SFM's 
actual  value  fia  proposed 
§  2610.23(c)(5))-  Any  such  difference  for 
an  individn^  plan  would  be  in  the 
direction  of  improved  accuracy  and 
should  thus  be  unob}ectionable. 

Aside  from  the  change  in  accounting 
for  accruals,  the  PBGC  believes  that  for 
the  vast  ina)ority  of  plans,  the  results 
produced  by  the  SFM  would  not  differ 
significantly  bom  those  that  would  be 
produced  by  the  ACM.  While  there 
would  be  a  relatively  small  number  of 
plans  for  which  the  SFM  would  produce 
a  significantly  higher  premium  than  the 
ACM.  such  a  plan  could  avoid  paying  an 
unnecessarily  high  premium  by  using  the 
general  rule. 

The  other  proposed  amendments  to 
§  2610.23  reflect  technical,  clarifying, 
and  conforming  changes  that  are  imt 
intended  to  have  any  substantive  effect. 

SFM  Cor  IMstress  or  Inroiuntary 
Temunatioos 

Section  2B10.24(c)  currently  contains  a 
special  version  of  t^  ACM  for  plans 
undergoing  distress  or  involimtary 
termination.  Following  the  sanae  pattern 
as  in  §  2610.23,  the  amendment  wotdd 
move  this  special  ACM  nde  to  the  eiK) 
of  §  2610.24  and  preserve  it  (as 
§  2610.24(h))  for  premium  payment  years 
beginning  after  1988  and  Iwfore  1993.  In 
its  place,  a  new  $  2610.24(c)  would 
provide  a  ^lecial  verskm  of  the  SFM  for 
plans  in  invohinlary  or  distress 
terminations.  (As  in  |  2610.23,  there 
would  also  be  a  number  of  technical  and 
conforming  changes.) 

New  i  261024(c)  would  be  much  like 
the  existing  provision,  except  that  d 
would  tie  into  the  SFM  rather  than  the 
ACM.  Aside  from  the  new  restriction 
(discussed  above)  on  use  of  the  SFM  by 
large  plans,  the  plans  permitted  to  use 
the  new  special  rule  would  be  the  sane 
as  under  the  existing  rule,  and  the 
Schedule  B  they  could  use  would  be 
determined  in  the  same  way  as  it  is 
now.  However,  because  the  SFM  would 
adjust  benefits  for  additional  accruals, 
and  UVBs  for  the  passage  of  time, 
differently  than  the  ACM  does,  new 
§  261024(c)  (3).  (4).  and  (6),  which  deal 
with  these  adjustments,  would  be 
restructured  to  conform  to  the  new 
rules.  In  particular.  §  2610.24(c)  (3)  and 
(4)  would  provide  different 
modifications  of  the  SFM  rules, 
depending  on  whether  or  rwt  the 
Schedule  B  being  used  included  separate 
entries  for  active  and  terminated  vested 
participants'  vested  benefits  and  an 
entry  for  accruals  (features  that  were 
added  in  1909). 


Also,  §  2610.24(c)(5)  would  provide 
that  the  aew  sknpler  method  for 
adjusting  plan  assets  in  proposed 
S  2610.23(c)(6)  could  not  be  used; 
instead,  a  method  that  trades  the  current 
ACM  asset  adjustment  method  in 
existing  {  261023(c)(4)  would  be 
required.  This  provision  is  prompted  by 
the  dtffiadty  of  devising  an  adaptation 
of  the  simple  new  |  261023(c)(6)  rule 
that  would  appropriately  discount 
contributions  that  might  cover  multiple 
years  and  that  might  have  been  made 
before  the  full  phase-in  of  the  quarterly 
contribution  requirement  in  section 
302(e)  of  ERISA  and  section  412(m)  of 
the  Internal  Revenue  Code  of  1906. 

Due  Dates 

ERISA  section  4007  specified  a  due 
date  of  30  days  after  the  beginning  of  the 
premium  payment  year  for  premiums  for 
the  first  premhnn  payment  year 
beginning  after  ERISA's  effective  date. 
The  premium  regulation  retained  this 
due  date  rule  until  1978,  when  the  due 
date  was  changed  to  seven  months  after 
the  end  of  the  preceding  plan  year,  for 
1981  through  1984,  the  due  date  was  the  - 
end  of  the  seventh  month  of  the 
premium  payment  year.  In  1965,  it  was 
changed  to  the  end  of  the  second  mondi 
of  the  premium  payment  3^ar  for  large 
plans  only,  in  response  to 
recommendations  of  the  Grace 
Commission  (the  President's  Private 
Sector  Survey  on  Cost  Control)  (see  the 
preambles  to  the  proposed  and  final 
1985  amendment  to  the  premium 
regulation,  50  FR 1065  at  1066  (January  9, 
1985)  and  50  FR  12533  at  12534-5  (March 
29, 1985)).  (For  the  first  year  of  the  new 
rule,  large  plans  were  defined  as  those 
wtdi  at  least  10,000  participants; 
beginning  in  1986,  the  threshold  was 
dropped  to  500  participants.)  However, 
the  end  of  the  seventh  month  was 
retained  in  1985  as  the  small  plan  due 
date. 

The  PBGC  recognized  that  some  large 
plans  might  have  problems  computing 
their  premiums  by  the  new,  earlier  due 
date  because  of  difficulty  in  deterinining 
participant  counts  as  of  the  required 
determination  date  (the  last  day  of  the 
prior  year).  The  PBCX  dierefore  made 
provision  for  the  estimation  of  early 
payments,  established  safe  harbor  rules 
to  give  large  plans  a  means  of  avoiding 
penalties  on  underpayments  resulting 
from  low  estimates,  and  established 
explicit  rules  in  the  premium  regulation 
for  the  reconciliation  of  estimated  early 
premium  payments  with  the  final 
partic4>ant  count.  The  reconeikation 
date  was  made  the  same  as  the  later  due 
date  that  remained  applicable  to  small 
plans. 


In  1988,  the  variable  rate  premium  for 
single-mnployer  plans  was  introduced. 
The  flat  rate  prmnium  due  date  for  large 
plans  remained  the  end  of  die  second 
mcmth.of  the  premiam  payment  year 
(e.g..  February  28di  for  calendar  year 
plans);  however,  die  dae  date  for  the 
new  variable  rate  premium  was  made 
the  same  for  large  plans  as  for  small 
plans  (and  the  sane  as  the 
reconciliation  date  for  large  pdans),  and 
was  deferred  to  the  fifteenth  day  of  the 
eighth  month  after  the  beginning  of  the 
premium  payment  year  (e.g..  September 
15th  for  calendar  year  plans).  (The  use 
of  the  later  due  date  for  large  plans' 
variable  rate  premiums — an  anomaly  in 
the  context  of  the  Grace  Commission 
recommendations — reflected  concern  for 
plans'  ability  to  make  realistic  variable 
rate  premium  estimates  by  die  early  due 
date,  in  view  particularly  of  die  variable 
rate  premium  computation  rules 
prescribed  in  the  regulation,  which 
relied  heavily  on  data  developed  for  the 
Form  5500  and  Schedule  B  (hereto.) 

Thus,  although  the  premium  regulation 
does  not  actually  require  two  annual 
premium  filings  by  large  plans,  the  due 
date  structure  makes  filing  twice  a  year 
a.  practical  necessity  for  most  large 
plans.  This  is  true  for  those  plans  that 
find  it  necessary  (or  administratively 
convenient)  to  pay  an  estimate  at  the 
early  filing  date,  which  they  must  later 
reconcile;  and  also  for  those  single¬ 
employer  plans  that  find  it  impossible 
(or  administratively  mconvenient)  to 
compute  the  variable  rate  premium  in 
time  to  pay  it  at  the  same  time  the  flat 
rate  premium  is  due.  The  need  for  two 
filings  each  year  by  most  large  plans  is  a 
burden  for  them  and  for  the  PBGC. 

Moreover,  a  laige  plan  that 
underestimates  its  flat  rate  premium  on 
the  early  due  date  must  pay  interest  to 
the  PBGC  on  the  amount  of  the 
underpayment,  even  if  it  satisfies  the 
safe  harbor  rules.  The  safe  harbor  rules 
provide  protection  only  from  penalties, 
not  from  interest  charges;  the  PBGC 
does  not  have  the  audwrity  to  waive 
interest  charges.  If  an  estimated 
payment  turns  out  to  be  higher  than  the 
flat  rate  amount  finally  determhwd  to  be 
due,  the  plan  may  receive  a  credit  or 
refund,  but  the  PBGC  lacks  the  authority 
to  pay  interest  on  overpayments. 

FurthernKve,  although  the  safe  harbor 
rules  give  large  plans  an  opportunity  to 
avoid  penalties  cm  underpayment  of  the 
flat  rate  premium  by  pa3nng  a  definitely 
determinate  amount  (last  year's 
participent  count  times  tbe  current 
year's  flat  rate)  and  making  up  any 
shortfall  by  the  reconciliation  due  date, 
the  safe  harbor  rules  make  the  premium 
regulation  more  complex  by  providing  a 
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di^erent  rule  for  penalties  than  is 
provided  for  interest.  The  safe  harbor 
rules  are  also  an  administrative  burden 
for  the  PBGC,  which  must  treat  plans 
that  fail  the  safe  harbor  tests  differently 
than  those  that  pass  the  tests  but 
nonetheless  underpay  the  flat  rate 
premiiun  at  the  early  due  date,  assessing 
both  interest  and  peimlties  against  the 
former  but  charging  the  latter  for 
interest  only.  Where  a  penalty  is 
assessed,  it  is  based  on  the  hill 
difference  between  the  early  payment 
actually  made  and  the  final  flat-rate 
amount  due  (rather  than  just  the 
difference  between  the  actual  early 
payment  and  the  safe  harbor  amount). 

Finally,  while  variable  rate  premiums 
are  due  after  the  nominal  due  date  for 
the  Form  5500  (and  Schedule  B),  the 
Form  5500  due  date  is  often  extended  by 
two-and-a-half  months,  making  it  later 
than  the  premium  due  date.  Thus,  single¬ 
employer  (dans  must  often  pay  variable 
rate  premiums  a  whole  month  before 
they  are  required  to  report  on  Form  5500 
the  data  on  which  those  premiums  are 
based  (although  of  course  the  data 
ultimately  reported  on  Form  5500  may 
be  used  to  determine  premiums  before 
the  Form  5500  is  in  fact  filed).  This 
discrepancy  has  been  of  particular 
concern  for  plans  using  the  alternative 
calculatum  noethod,  which  refers 
explicitly  to  Schedule  B  line  items.  (The 
same  comment  would  apply  to  the 
simplified  filing  method  that  the  PBGC 
proposes  to  substitute  for  the  existing 
alternative  calculation  method.) 

The  PBGC  proposes  to  address  these 
problems  by  deferring  the  final  filing  due 
date  (to  just  15  days  before  the  extended 
Form  5500  due  date),  raising  the  number 
of  participants  a  plan  must  have  in  order 
to  be  required  to  make  the  early 
premium  payment  (so  that  fewer  plans 
must  file  twice  a  year),  and  charging 
neither  penalties  nor  interest  on  early 
payments  that  equal  at  least  a  definitely 
determinable  amount  (so  that  both 
estimates  and  special  safe  harbor  rules 
are  unnecessary).  Providing  a  definite 
amount  for  the  early  payment  would 
also  obviate  the  need  for  even  estimated 
data  determinations  before  the  early 
payment  was  made.  This  would  make  it 
possible  to  accelerate  the  early  filing 
due  date  to  nearer  the  beginning  of  the 
premium  payment  year  and  to  widen  the 
scope  of  the  early  payment  to  cover  the 
variable  rate,  as  well  as  the  flat  rate, 
portion  of  the  premium — changes  that 
would  balance  those  described  above  in 
order  to  achieve  approximate  revenue 
neutrality  for  the  PBGC. 

Structurally,  the  existing  due  date 
rules  in  $  2610.25  (b).  (c).  end  (d)  (and 
-those  in  {  2610.34  (a)  and  (b)  for 


premium  payment  years  of 
multiemployer  plaM  beginning  after 
1987)  would  be  consolidated,  moved  to 
the  end  of  i  2610.25  (as  S  26ia25(e)), 
and  preserved  for  premium  payment 
years  beginning  after  1987  and  before 
1993.  (These  rules  would  be  significantly 
reworded  to  make  them  consistent  in 
format  with  the  new  rules  being 
proposed  for  premium  payment  years 
beginning  after  1992,  but  without  the 
intent  to  make  any  substantive  changes 
in  the  old  rules.)  Current  {  2610.25  (e) 
and  (f)  would  be  redesignated  as 
S  2610.25  (c)  and  (d).  The  new  due  date 
rules,  for  premium  payment  years 
beginning  after  1992,  would  be  set  forth 
in  a  new  9  2610.25(b). 

Although  the  proposed  amendment 
would  eliminate  prospectively  the  need 
for  the  safe  harbor  rules  (currently  in 
§  2610.8(b)(4)),  these  rules  would  need  to 
be  preserved  for  premium  payment 
years  beginnii^  before  1993. 
Accordii^y,  the  safe  harbor  rules  would 
be  moved  to  the  end  of  9  2610.8(b)  (that 
is,  redesignated  as  9  2610.8(b)(5))  and 
reworded  slightly  to  make  them 
applicable  only  to  premium  payment 
years  beginning  before  1993  and  to 
conform  references  to  other  provisions 
of  the  amended  premium  regulation. 

Under  the  current  due  date  rules,  the 
plans  that  must  pay  the  flat  rate 
premium  by  the  early  due  date  are  those 
that  were  required  to  pay  premiums  for 
at  least  500  participants  for  the  plan 
year  preceding  the  premium  payment 
year  (the  current  "large  plan  threshold,” 
which  would  be  preserved  in 
9  2610.25(e)(5)).  Under  the  new  rules,  the 
number  of  plans  required  to  file  by  the 
early  due  date  would  be  reduced  by 
increasing  the  large  plan  threshold  to 
5,000  participants.  This  would  be 
reflected  in  the  definitions  (for  purposes 
of  the  new  due  date  rules)  of  the  terms 
“large  plan”  and  “small  plan”  in 
proposed  9  2810.25(b)(5).  For  the  1989 
premium  payment  year,  there  were 
about  8,000  plans  at  or  above  the  500- 
participant  threshold,  but  only  about 
1,000  plans  that  had  at  least  5,000 
participants;  thus,  the  PBGC  estimates 
that  the  proposed  increase  in  the  large 
plan  threshold  would  reduce  by  about 
7,000  (or  87  percent)  the  number  of  plans 
that  would  potentiailly  need  to  mctke  two 
filings  per  year. 

The  amendment  would  also  change 
both  annual  due  dates  (that  is,  the  early 
date  applicable  only  to  the  new,  smaller 
group  of  "large  plans”  and  the  later  date 
applicable  to  the  new,  larger  group  of 
“small  plans”  and  to  reconciliation 
filings  by  the  large  plans).  Under 
proposed  new  9  2610.25(b)(1),  the  small 
plan  due  date  would  be  the  last  day  of 


the  ninth  full  calendar  month  following 
the  end  of  the  plan  year  preceding  the 
premium  payment  year  (i.e.,  September 
30th  for  calradar  year  plans,  October 
31st  for  plans  with  plan  years  beginning 
January  2d-Pebruary  1st,  etc.).  Under 
proposed  9  2610.25(b)(2)(ii).  this  would 
also  be  the  reconciliation  due  date  for 
large  plans.  This  is  only  15  days  before 
the  due  date  for  the  Form  5500  with  the 
typical  two-and-a-half-month  extension. 
This  change  would  relieve  plans  of  the 
need  to  compote  premiums  a  full  month 
before  the  underlying  data  have  to  be 
reported  on  Form  5500  and  Schedule  B 
thereto. 

Under  new  9  2610.25(b)(2)(i),  the  early 
due  date  for  large  plans  would  be 
advanced  to  the  fifteenth  day  of  the  first 
full  calendar  month  following  the  end  of 
the  plan  year  preceding  the  premium 
payment  year  (i.e.,  January  15th  for 
calendar  year  plans.  February  15th  for 
plans  with  plan  years  beginning  January 
2d-February  1st.  etc.).  If  Icuge  plans 
were  still  to  be  required  to  pay  their 
(actual  or  estimat^)  flat  rate  premiums 
for  the  premium  payment  year  by  the 
early  filing  date,  advancing  the  dUte 
would  worsen  the  existing  problems 
with  eariy  filing.  However,  as  mentioned 
briefly  al^ve  and  discussed  in  detail 
below,  the  amendment  would  also 
provide  large  plans  with  a  definitely 
determinable  amount  to  pay  at  the  early 
filing  date,  thus  making  estimation 
uimecessary.  In  view  of  this  latter 
change,  there  would  no  longer  be  any 
reason  not  to  collect  the  preliminary 
payment  close  to  the  beginning  of  the 
premium  payment  year.  This  practice 
would  be  more  in  line  with  the  practices 
of  commercial  insurance  companies. 

New  9  2610.25(b)(2)(i)  would  also 
prescribe  the  amount  due  from  large 
plans  on  the  eariy  filing  date.  This 
would  be  either  the  dollar  amount  of  the 
toted  (flat  and  variable  rate)  premium 
payable  for  the  plan  year  preceding  the 
premium  payment  year — a  definitely 
determinable  amoimt  that  would  be 
known  well  in  advance  of  the  eariy  due 
date— or,  at  the  plan’s  option,  the  total 
(flat  and  variable  rate)  premium  due  for 
the  premium  payment  year  (which  the 
plan  could  estimate  if  it  chose).  If  the 
early  payment  fell  short  of  the  total 
premium  finally  determined  to  be 
payable  for  the  premium  payment  year, 
the  amount  of  the  shortfall  would  be  due 
by  the  reconciliation  due  date  under 
new  9  2610.25(b)(2Kii). 

It  should  be  not^  ^at  under  this 
proposal,  the  scope  of  the  eariy  payment 
for  large  plans  would  not  be  limited  to 
the  flat  rate  portion  of  the  premium,  as  it 
has  been  up  to  now.  As  mentioned 
above,  problems  with  estimating  the 
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variable  rate  premium  militated  against 
including  it  in  the  initial  payment  when 
it  was  introduced  in  1988.  Since 
estimating  would  no  longer  be  required 
under  this  proposal,  however,  the  PBGC 
sees  no  reason  to  continue  deferring 
large  plans'  variable  rate  payments  to  a 
date  close  to  the  end  of  the  premium 
payment  year. 

It  should  also  be  noted  that  the 
proposed  early  payment  would  be  based 
on  the  dollar  amount  of  the  previous 
year's  premium,  rather  than  on  the 
previous  year's  plan  data  and  the 
current  year's  premium  rates,  as  under 
the  existing  regulation's  safe  harbor 
rules.  The  proposed  approach  has  been 
taken  in  the  interest  of  simplicity,  even 
though  it  would  mean  that  the  PBGC 
would  lose  the  benefit  of  any  future 
premium  rate  increases  in  the  initial 
premium  filing. 

A  third  point  to  note  is  that  in 
determining  the  amount  of  the  previous 
year's  premium,  refunds  and  credits 
under  existing  §  2610.22(d]  and  proposed 
new  §  2610.22(e)  would  be  disregarded. 
Thus,  the  early  payment  obligation 
would  not  be  artificially  reduced  by  the 
circumstance  that  the  preceding  plan 
year  was  a  short  year. 

The  key  feature  of  the  proposed  new 
early  payment  requirement  however, 
would  be  the  elimination  of  the  need  to 
estimate,  and  with  it  the  need  for  special 
safe  harbor«rules  and  the  risk  of  interest 
charges.  Currently,  safe  harbor  rules  are 
needed  to  relieve  plans  from  penalties 
that  would  otherwise  accrue  for  even 
small,  good  faith  underestimates  of  their 
flat  rate  premiums  at  the  early  filing 
date.  But  even  the  safe  harbor  rules 
provide  no  relief  fi'om  interest  charges 
on  underestimates.  Under  the  proposal, 
a  plan  that  paid  the  same  amount  as  the 
previous  year's  final  total  premium  by 
the  early  filing  date  would  be  assured  of 
avoiding  not  only  penalties  (as  under 
the  existing  safe  harbor  rules)  but  also 
interest  on  any  amount  by  which  the 
early  payment  fell  short  of  the  final  total 
premium. 

However,  the  propnisal  would  still 
allow  a  plan  to  pay  an  estimate  of  the 
current  year's  premium  at  the  early 
filing  date  if  it  so  chose.  Choosing  to  pay 
an  estimate  would  open  the  plan  to  the 
risk  of  interest  and  penalty  charges  if 
the  estimate  proved  to  be  too  low,  but  a 
plan  would  presumably  accept  this  risk 
if  it  believed  that  its  current  year's 
premium  would  end  up  being 
substantially  less  than  its  previous 
year's  premium  (as,  for  example,  if  it 
had  lost  many  of  its  participants  or  had 
substantially  improved  its  funding 
during  the  preceding  year). 

Upon  reconciliation,  a  plan  would 
owe  the  amount  (if  any)  by  which  its 


early  payment  was  less  than  the 
premium  finally  determined  to  be  due. 
However,  no  penalty  or  interest  on  the 
amount  of  the  shortfall  would  be  owed 
as  long  as  the  early  payment  were  at 
least  equal  to  the  previous  year's 
premium.  If  the  early  payment  were  less 
than  both  the  previous  year's  final 
amount  and  the  current  year's  final 
amount,  interest  and  penalty  would  be 
imposed  only  on  the  amount  by  which 
the  early  payment  fell  short  of  the  lesser 
of  the  previous  year's  final  premium  or 
the  current  year's  final  premium.  (If  the 
early  payment  were  more  than  the 
current  year's  final  amount,  a  refund  or 
credit  would  be  available  under  the 
same  rules  applicable  to  overpayments 
generally.) 

For  example,  suppose  that  a  plan's 
final  total  premium  obligation  for  1995 
were  $1,000  and  that  the  plan  made  an 
early  premium  payment  (using  an 
estimate)  of  $700  for  1996.  If  its  final 
1996  premium  were  $1,200,  it  would  owe 
penalty  and  interest  only  on  $300,  the 
amount  by  which  its  early  payment  fell 
short  of  $1,000  (the  lesser  of  1995's  or 
1996's  final  premium  obligation).  But  if 
its  final  1996  premium  were  $900,  it 
would  owe  interest  and  penalty  only  on 
$200,  the  shortfall  fit)m  $900  (again,  the 
lesser  of  the  1995  or  the  1996  final 
premium).  Of  course,  if  the  plan  made  an 
early  payment  of  $1,000,  it  would  owe  no 
penalty  or  interest  no  matter  how  large 
its  final  1996  obligation  turned  out  to  be. 

The  PBGC  now  permits  large  plans  to 
file  a  Form  1  instead  of  a  Form  1-ES  at 
the  early  filing  date;  single-employer 
plans  are  allowed  to  file  this  early  Form 
1  without  a  Schedule  A.  This  practice  is 
consistent  with  the  fact  that  the  early 
payment  under  the  current  rules  is  an 
estimate  of  only  the  flat  rate  portion  of 
the  final  premium.  By  filing  Form  1  early 
without  ^hedule  A,  therefore,  a  plan  is 
simply  substituting  a  final  flat  rate  figure 
for  an  estimate  of  the  same  figure.  Under 
the  proposed  system,  however,  the  early 
payment  would  be  keyed  to  the  total 
premium  liability  (either  the  previous 
year's  figure  or  an  estimate  of  the 
current  year's).  Thus,  the  PBGC  would 
continue  to  accept  advance  filing  of  a 
final  premium  payment  (either  instead 
of  the  early  payment  or  after  the  early 
payment  was  made)  only  if  the  advance 
filing  were  a  complete  final  filing, 
including  (in  the  case  of  a  single¬ 
employer  plan)  Schedule  A  and  payment 
of  both  the  flat  and  variable  rate 
premiums. 

The  proposed  due  date  rules  for  new 
and  newly  covered  plans  (in  new 
§  2610.25(b)(3))  would  be  the  same  as 
the  existing  rules  for  such  plans  (which 
would  be  preserved  in  §  2610.25(e)(3)). 
The  proposed  due  date  rules  for  plans 


changing  plan  years  (in  new 
§  2610.25(b)(4))  would  be  almost  the 
same  as  the  corresponding  rules  in  the 
existing  regulation  (which  would  be 
preserved  in  §  2610.25(e)(4)),  except  that 
a  plan  would  have  at  least  90  days, 
instead  of  the  30  days  now  allowed,  to 
pay  its  premium  after  adopting  the 
amendment  changing  the  plan  year.  The 
purpose  of  this  change  would  simply 
to  make  the  filing  rule  for  plans  that 
change  plan  years  more  consistent  with 
the  rule  for  new  and  newly  covered 
plans  (which  permits  filing  90  days  after 
plan  adoption  or  the  beginning  of  title  IV 
coverage),  and  thus  remove  a  potential 
source  of  confusion. 

As  alluded  to  briefly  above,  the  new 
due  date  provisions  would  embody  a 
combination  of  changes  (some 
representing  financial  losses  for  the 
PBGC  and  others  representing  financial 
gains)  that  the  PBGC  has  designed  to 
have  no  substantial  net  revenue  effect 
for  the.  PBGC.  Obviously,  however,  the 
new  rules  would  shift  financial  burdens 
among  premium  payers  to  some  degree, 
primarily  away  from  smaller  “large 
plans”  that  would  no  longer  be  required 
to  pay  premiums  by  the  early  due  date 
and  toward  larger  “large  plans"  that 
would  be  required  to  pay  more  of  their 
premiums  by  an  earlier  due  date.  (The 
policy  of  requiring  earlier  payment  from 
larger  plans  than  from  smaller  plans 
was  discussed  in  the  preamble  to  the 
final  1985  amendment  to  the  premium 
regulation,  50  FR  12533  at  12535  (March 
29, 1985).) 

In  the  process  of  devising  the  new 
premium  payment  system  embodied  in 
the  proposed  changes  to  the  due  date 
rules  in  S  2610.25,  the  PBGC  considered 
and  rejected  several  alternative 
approaches  to  the  premium  payment 
problems  discussed  above.  For  example, 
the  early  payment  required  of  large 
plans  might  have  remained  limited  to 
the  flat  rate  portion  of  the  premium  only. 
However,  the  proposal's  substantial 
reduction  in  the  number  of  plans 
required  to  make  the  early  filing  would 
not  then  have  been  possible  without 
significant  revenue  loss  to  the  PBGC. 
Another  possibility  would  have  been  to 
base  the  early  payment  required  of  large 
plans  on  the  amount  of  the  previous 
year's  premium  only,  without  the  option 
of  paying  an  estimate.  However,  the 
lack  of  an  estimation  option  might  have 
created  problems  for  plans  that 
underwent  very  substantial  contraction 
(as  through  spinofi  of  most  of  their 
participants)  or  substantially  improved 
their  funding  during  the  year  preceding 
the  premium  payment  year. 

Another  approach  (the  “maximum 
simplicity"  approach)  would  have 
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returned  to  the  pre-Grace  Commission 
practice  of  having  all  plans  pay  their 
premiums  on  the  same  schedule,  with 
the  due  date  for  all  plans  deferred  to  the 
Form  5500  due  date.  This  approach 
would  have  solved  all  the  due  date 
problems  discussed  above.  However,  it 
would  have  entailed  an  unacceptable 
loss  of  revenue  to  the  PBGC,  due  to  the 
deferral  of  premium  receipts  from  large 
plans. 

A  third  approadi  (the  "legislative 
change"  approach)  would  have  sought  a 
statutory  amendment  moving  the 
premium  determination  date  back  one 
year,  htim  the  last  day  of  the  plan  year 
preceding  the  premium  payment  year  to 
the  last  (ky  of  the  plan  year  before  the 
plan  year  preceding  the  premium 
payment  year.  The  premium  due  date 
would  then  have  been  accelerated  to  the 
beginning  of  the  premium  payment  year 
for  all  plans. 

Since  the  extended  due  date  of  the 
applicable  Form  5500  would  have  fallen 
in  the  tenth  month  of  the  preceding  plan 
year,  this  approach  would  have  avoided 
the  need  to  pay  premiums  before  the 
relevant  data  had  to  be  filed  on  Form 
5500.  It  would  also  have  eliminated 
estimated  premium  payments  and 
reconciliation  by  making  the  early 
payment  the  only  payment  However,  it 
would  have  involved  a  substantial 
additional  cost  for  small  plans,  which 
currently  pay  relatively  late  in  the 
premium  payment  year. 

Also,  the  use  of  older  determination 
data  would  have  made  premiums  lag 
behind  changes  in  participant  counts 
and  funding  levels.  This  woiild  have 
tended  to  favor  plans  with  increasing 
participant  counts  and  single-employer 
plans  with  deteriorating  funding  levels 
by  making  their  premiiuns  lower  than 
under  the  current  system.  But  plans  with 
declining  participant  counts  and  single¬ 
employer  plans  with  improving  funding 
levels  would  have  been  disadvantaged 
because  their  premiums  would  have 
been  higher  thian  under  the  ciurent 
system. 

In  addition,  creating  a  one-year  gap 
between  the  premium  determination 
date  and  the  beginning  of  the  premium 
payment  year  would  have  created 
si^iificant  complexities  regarding  the 
premium  obligations  of  plans  involved 
in  mergers,  consolidations  and  spinoffs 
during  the  period  between  the  earlier 
determination  date  and  the  beginning  of 
the  premium  payment  year. 

A  fourth  approach  (the  "combined 
bling”  approach)  woidd  also  have  called 
for  all  plans  to  pay  premiums  just  once  a 
year,  at  the  begiiming  of  each  premium 
payment  year.  The  payment  would  have 
been  a  combination  of  two  components. 
One  component  would  have  been  a 


reconciliation  for  the  prior  year,  based 
on  the  Form  5500  data  filed  during  the 
prior  year  for  the  year  preceding  the 
prior  year.  The  second  component 
would  have  been  a  preliminary  payment 
for  the  current  year  equal  to  the  prior 
year’s  total  premium.  If  the 
reconciliation  involved  an  additional 
payment,  it  would  have  been  added  to 
the  preliminary  premium  for  the  current 
year,  without  any  penalties  or  interest  If 
the  reconciliation  generated  a  credit  it 
would  have  been  subtracted  ffom  the 
preliminary  payment  for  the  current 
year. 

As  with  the  legislative  change 
approach,  the  applicable  Form  5500  due 
date  under  the  combined  ffling  approach 
would  have  been  well  before  the 
premium  due  date  when  the  Form  5500 
data  would  be  needed.  Estimates  would 
also  have  been  avoided,  and  although 
there  would  have  been  reconciliation 
filings,  they  would  have  been  combined 
with  the  preliminary  premium  fflings  so 
that  plans  would  not  have  had  to  ffle 
twice  a  year.  But  accelerating  most  of 
the  premium  to  the  beginning  of  the  year 
would  have  meant  increased  costs  for 
plans,  particularly  for  small  plans. 

Furthermore,  plans  with  declining 
participant  counts  and  single-employer 
plans  with  improving  funding  would 
have  been  disadvantaged  under  the 
combined  ffling  approach  in  much  the 
same  way  as  under  the  legislative 
change  approach  because,  although  the 
preliminary  payment  would  eventually 
have  been  reconciled,  the  reconciliation 
date  would  have  been  a  whole  year 
after  the  preliminary  payment.  (A  plan 
would  have  been  allowed  to  reconcile 
earlier  only  if  it  also  paid  the 
preliminary  premium  for  the  following 
year  at  the  same  time.) 

A  fifth  approach  (the  “two-system” 
approach)  would  have  combined  the 
maximum  simplicity  approach  for  small 
plans  with  the  combined  ffling  approach 
for  large  plans,  giving  the  advantages  of 
both  approaches.  However,  large  plans 
with  declining  participant  counts  and 
large  single-employer  plans  with 
improving  funding  would  have  had  the 
same  kinds  of  problems  as  under  the 
combined  ffling  approach.  In  addition, 
the  difference  in  payment  rules  for  large 
and  small  plans  worild  have  been  great 
enough  so  that  different  forms  and 
instructions  for  large  and  small  plans 
might  have  been  needed. 

Compliance  With  Rulemaking 
Guidefines 

The  PBGC  has  determined  that  this 
amendment  is  not  a  “major  rule”  for 
purposes  of  Executive  Order  12291  (46 
FR 13193  (February  17. 1961))  because  it 
will  not  have  an  annual  eff^  on  the 


economy  of  $100  million  or  more;  or 
create  a  major  increase  in  costs  or 
prices  for  consumers,  individual 
industries,  or  geographic  regions;  or 
have  significant  adverse  effects  on 
competition,  employment,  investment,  or 
innovation,  or  on  the  ability  of  United 
States-based  enterprises  to  compete 
with  foreign-based  enterprises  in 
domestic  or  export  markets.  This 
determination  is  based  on  the  fact  that 
this  amendment  would  have  no 
significant  effect  on  the  overall  ffnancial 
burden  of  PBGC  premiums  on  plans  in 
general,  but  rather  would  only  shift 
those  burdens  to  a  limited  extent  among 
classes  of  plans,  primarily  away  from 
smaller  plans  and  toward  larger  plans 
(especially  larger  underfund^  plans); 
and  on  the  fact  that  this  amendment 
would  tend  to  decrease  the  non- 
ffnancial  burden  of  paying  PBGC 
premiums  by  making  the  premium 
payment  process  simpler. 

Under  section  605(b)  of  the  Regulatory 
Flexibility  Act,  the  raGC  certiffes  that 
this  amendment  will  not  have  a 
significant  economic  impact  on  a 
substantial  number  of  small  entities.  The 
amendment  will  tend  to  shift  the 
ffnancial  burden  of  PBGC  premiums 
away  ff-om  smaller  plans  and  toward 
larger  plans  (especially  larger 
underffmded  plans),  and  will  tend  to 
decrease  the  non-financial  burden  of 
paying  PBGC  premiums  by  making  the 
premium  payment  process  simpler.  For 
these  reasons,  compliance  with  sections 
603  and  604  of  the  Regulatory  Flexibility 
Act  is  waived. 

List  of  Subjects  in  29  CFR  Part  2810 

Employee  benefit  plans.  Penalties, 
Pension  insurance.  Pensions,  and 
Reporting  and  recordkeeping 
requirements. 

In  consideration  of  the  foregoing,  the 
PBGC  proposes  to  amend  part  2610  of 
subchapter  H  of  chapter  XXVI  of  title  29, 
Code  of  Federal  Regiilations,  as  follows: 

PART  26 10— PAYMENT  OF  PREMIUMS 

1.  The  authority  citation  for  part  2610 
continues  to  read  as  follows: 

AuUiority:  29  U.S.C.  1302(b)(3).  1306. 1307 
(1988  &  Supp.  1 1989),  as  amend^  by  sec. 
12021,  Public  Law  101-508, 104  Stat  1388. 
1388-573. 

2.  In  §  2610.1,  the  second  sentence  and 
the  last  three  sentences  of  paragraph  (a) 
are  revised  to  read  as  follows: 

S  26iai  Purpose  and  scope. 

(a)  Purpose.  *  *  *  Subpart  A  contains 
rules  that  apply  to  both  single-employer 
and  multiemployer  plans  with  respect  to 
all  premium  payment  years.  *  *  * 
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Subpart  B  contains  the  premium  rates, 
due  dates  and  computational  rules  for 
premium  payment  years  beginning  after 
1987.  Subpart  C  contains  the  premium 
rates  and  due  dates  for  premium 
payment  years  beginning  before  1988. 
***** 

3.  Section  2610.2  is  revised  to  read  as 
follows: 

§2610.2  Deflnittons. 

(a)  In  general.  For  purposes  of  this 
part: 

Act  means  the  Employee  Retirement 
Income  Security  Act  of  1974,  as 
amended. 

Code  means  the  Internal  Revenue 
Code  of  1986,  as  amended. 

Form  5500  means  the  Form  5500  series 
annual  report  prescribed  by  the  Internal 
Revenue  Service,  the  Department  of 
Labor  and  the  P^C. 

Multiemployer  plan  means  a  plan 
described  in  section  4001(a)(3)  of  the 
Act. 

New  plan  means  a  plan  that  became 
effective  within  the  premium  payment 
year  and  includes  a  plan  resulting  from 
a  consolidation  or  spinoff.  A  plan  that 
meets  this  definition  is  considered  to  be 
a  new  plan  for  purposes  of  this  part 
even  if  the  plan  constitutes  a  successor 
plan  within  the  meaning  of  section 
4021(a)  of  the  Act. 

Newly  covered  plan  means  a  plan  that 
is  not  a  new  plam  and  that  was  not 
covered  by  title  IV  of  the  Act  pursuant 
to  section  4021  of  the  Act  immediately 
before  the  premium  payment  year. 

PBGC  means  the  Pension  ^nefit 
Guaranty  Corporation. 

Plan  year  means  the  calendar,  policy 
or  fiscal  year  on  which  the  records  of 
the  plan  are  kept. 

Piemium  payment  year  means  the 
plan  year  for  which  the  premium  is 
being  paid. 

Short  plan  year  means  a  plan  year 
that  is  less  than  twelve  full  months. 

Single-employer  plan  means  a  plan 
described  in  section  4001(a)(15)  of  the 
Act. 

(b)  "Participant"  for  premium 
payment  years  beginning  after  1992.  For 
purposes  of  this  part,  for  a  premium 
payment  year  beginning  after  1992, 
“participant"  means  the  same  as  it  does 
for  purposes  of  the  Form  5500  for  the 
plan  year  preceding  the  premium 
payment  year  (or.  in  the  case  of  a  new 
plan,  or  a  newly  covered  plan  that  was 
not  required  to  file  Form  5500  for  the 
plan  year  preceding  the  premium 
payment  year,  the  Form  5500  prescribed 
for  plan  years  beginning  one  year  before 
the  first  day  of  the  plan’s  first  premium 
payment  year). 

(c)  "Participant"  for  premium 
payment  years  beginning  before  1993, 


For  purposes  of  this  part,  for  a  premium 
payment  year  beginning  before  1993, 
“participant"  means  any  individual  who 
is  included  in  one  of  the  categories 
described  in  paragraphs  (c)(l)-(c)(3)  of 
this  section,  subject  to  the  provisions  of 
paragraph  (c)(4)  of  this  section. 

(1)  Active,  (i)  Any  individual  who  is 
currently  in  employment  covered  by  the 
plan  and  who  is  earning  or  retaining 
credited  service  under  the  plan.  This 
category  includes  any  individual  who  is 
considered  covered  under  the  plan  for 
purposes  of  meeting  the  minimum 
coverage  requirements,  but  who, 
because  of  ofiset  or  other  provisions 
(including  integration  with  Social 
Security  benefits),  does  not  have  any 
accrued  benefits. 

(ii)  Any  non-vested  individual  who  is 
not  currently  in  employment  covered  by 
the  plan  but  who  is  earning  or  retaining 
credited  service  under  the  plan.  This 
category  does  not  include  a  non-vested 
former  employee  who  has  incurred  a 
break  in  service  the  greater  of  one  year 
or  the  break  in  service  period  specified 
in  the  plan. 

(2)  Inactive — (i)  Inactive  receiving 
benefits.  Any  individual  who  is  retired 
or  separated  firom  employment  covered 
by  the  plan  and  who  is  receiving 
benefits  under  the  plan.  This  category 
does  not  include  an  individual  to  whom 
an  insurer  has  made  an  irrevocable 
commitment  to  pay  all  the  benefits  to 
which  the  individual  is  entitled  under 
the  plan. 

(ii)  Inactive  entitled  to  future  benefits. 
Any  individual  who  is  retired  or 
separated  from  employment  covered  by 
the  plan  and  who  is  entitled  to  begin 
receiving  benefits  under  the  plan  in  the 
future.  'This  category  does  not  include  an 
individual  to  whom  an  insurer  has  made 
an  irrevocable  commitment  to  pay  all 
the  benefits  to  which  the  individual  is 
entitled  under  the  plan. 

(3)  Deceased.  Any  deceased 
individual  who  has  one  or  more 
beneficiaries  who  are  receiving  or 
entitled  to  receive  benefits  under  the 
plan.  This  category  does  not  include  an 
individual  if  an  insurer  has  made  an 
irrevocable  commitment  to  pay  all  the 
benefits  to  which  the  beneficiaries  of 
that  individual  are  entitled  under  the 
plan. 

(4)  For  plan  years  beginning  before 
September  2, 1975,  a  retiree  or  former 
employee  for  whom  a  fully  paid-up 
immediate  or  deferred  annuity  has  been 
purchased  shall  be  treated  as  a 
"participant”  for  purposes  of  this  part  if 
such  individual  retains  a  legal  claim 
against  the  plan  for  benefits  or  if  the 
plan  retains  a  participating  interest  in 
the  annuity  policy. 


4.  Section  2610.4  is  revised  to  read  as 
follows: 

§  2610.4  FHIng  address. 

Except  as  may  otherwise  be  provided 
by  instructions  in  the  PBGC  Annual 
Premium  Payment  Package,  any  form  or 
payment  required  to  be  filed  or  paid 
under  the  provisions  of  this  part  shall  be 
mailed  to  Pension  Benefit  Guairanty 
Corporation,  P.O.  Box  105655,  Atlanta, 
GA  30348-5655,  or  delivered  to 
NationsBank  Retail  Lockbox  Processing 
Center,  PBGC  Lockbox  105655,  6000 
Feldwood  Road,  5  Southside  East, 

College  Paric,  GA  30349. 

5.  Section  2610.5  is  revised  to  read  as 
follows; 

§2610.5  Date  of  filing. 

(a)  Premium  payment  years  beginning 
after  1992.  (1)  Any  form  or  payment 
required  to  be  filed  or  paid  under  the 
provisions  of  this  part  with  respect  to  a 
premium  payment  year  beginning  after 

1992  shall  be  deemed  filed  or  paid  on  the 
earlier  of— 

(1)  The  date  on  which  it  is  mailed,  as 
evidenced  by  a  legible  United  States 
Postal  Service  postmark,  registered  mail 
receipt,  or  other  proof  of  the  date  of 
mailing  with  the  United  States  Postal 
Service,  or 

(ii)  Five  days  before  the  date  on  which 
it  is  received  by  the  PBGC. 

(2)  For  purposes  of  this  section,  if  the 
PBGC  receives  a  form  or  payment  on  the 
first  business  day  following  a  weekend 
or  a  federal  holiday,  then  the  PBGC 
shall  be  deemed  to  have  received  the 
form  or  payment  on  the  day  after  the 
last  business  day  preceding  the 
weekend  or  holiday.  The  term  business 
day  as  used  in  this  section  means  any 
day  that  is  not  a  Saturday,  a  Sunday,  or 
a  federal  holiday. 

(b)  Premium  payment  years  beginning 
before  1993.  (1)  Any  form  or  payment 
required  to  be  filed  or  paid  under  the 
provisions  of  this  part  with  respect  to  a 
premium  payment  year  beginning  before 

1993  shall  be  deemed  filed  or  paid  on  the 
date  on  which  it  is  mailed. 

(2)  For  purposes  of  this  paragraph  (b), 
a  form  or  payment  shall  be  presumed  to 
have  been  mailed  on  the  date  on  which 
it  is  postmarked  by  the  United  States 
Postal  Service,  or  three  days  prior  to  the 
date  on  which  it  is  received  by  the 
PBGC  if  it  does  not  contain  a  legible 
United  States  Postal  Service  postmark. 

6.  In  §  2610.8,  paragraphs  (b)(4)  and 
(b)(5)  are  revised  to  read  as  follows: 

§  2610  J  Lat*  payment  penalty  chargee. 
***** 

(b)  Waiver  of  penalty  charge.  *  *  * 
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(4)  With  respect  to  the  period  of  30 
days  after  the  date  of  any  PBGC  bill  for 
the  premium  payment  necessary  to 
reconcile  the  premium  paid  with  the 
actual  premium  due.  if  the  bill  is  paid 
within  that  30-day  period;  or 

(5)  With  respect  to  any  premium 
payment  (excluding  any  variable  rate 
portion  of  the  premium  under 

S  2610.22(a)(2)]  for  a  premium  payment 
year  beginning  before  1993,  if  a  plan  that 
is  required  to  make  a  reconciliation 
filing  described  in  §  2610.25(e)(2](iii)  or 
§  2610.34(b)— 

(i)  paid  at  least  90  percent  of  the  flat 
rate  portion  of  the  premium  due  for  the 
premium  payment  year  by  the  due  date 
specified  in  §  2610.25(e)(2)(i)  or 

S  2610.34(a];  or 

(ii)  paid  by  the  due  date  specified  in 
S  2610.25(e)(2)(i)  or  §  2610.34(a)  an 
amount  equal  to  the  premium  that  would 
be  due  for  the  premium  payment  year, 
computed  using  the  fiat  per  capita 
premium  rate  for  the  premium  payment 
year  and  the  participant  count  upon 
which  the  prior  year's  premium  was 
based;  and 

(iii)  pays  100  percent  of  the  premium 
due  for  the  premium  payment  year 
under  S  2610.22  (excluding  any  variable 
rate  portion  of  the  premium  under 

§  2610.22(a)(2]).  S  2610.32,  or  S  2610.33, 
as  applicable,  on  or  before  the  due  date 
for  the  reconciliation  filing  under 
S  2610.25(e)(2)(iii)  or  §  2610.34(b],  as 
applicable. 

7.  Section  2610.21  is  revised  to  read  as 
follows: 

§  2610.21  Purpose  and  scope. 

This  subpart  provides  rules  for 
computing  and  procedures  for  paying 
premiums  for  plan  years  beginning  after 
1987. 

8.  In  §  2610.22,  paragraph  (a)  is 
amended  by  revising  its  heading; 
paragraphs  (a](3]  introductory  text  and 
(a)(3](i)^a](3)(v]  are  redesignated  as 
paragraphs  (^  introductory  text  and 
(f)(1)-{f)(5)  respectively;  redesignated 
paragraphs  (f)  introductory  text  and 
(f)(5)  are  amended  by  revising  the 
references  "(a)(3)”,  “(a)(3)(i)", 

‘‘(a)(3)(ii)",  “(a)(3)(iii)”,  "(a)(3)(iv)",  and 
“(a)(3)(v)"  (wherever  they  appear)  to 
read  "(f)",  "(f)(1)”,  "(f)(2)”,  "(f)(3)". 
“(f)(4)”,  and  “(f)(5)”  respectively; 
paragraph  (c)  is  removed;  paragraph  (b) 
is  redesignated  as  paragraph  (c); 
redesignated  paragraph  (c)  is  amended 
by  revising  the  reference  "paragraph 
(a)”  to  read  “paragraphs  (a)  and  (b)”; 
redesignated  paragraph  (^  is  amended 
by  revising  its  heading  and  by  removing 
the  first  sentence  of  its  introductory  text; 
paragraph  (d)  is  revised;  and  new 
paragraphs  (a)(3),  (b),  and  (e)  are  added, 
to  read  as  follows: 


S  2610.22  Promtum  rate*. 

(a)  Single-employer  plans.  *  *  * 

(3)  Cap  on  variable  rate  amount  In  no 
event  shall  the  variable  rate  amount 
determined  under  paragraph  (a)(2)  of 
this  section  exceed  $34  per  participant 
(for  premium  payment  years  begiiming 
in  1988, 1989,  or  1990)  or  $53  per 
participant  (for  premium  payment  years 
beginning  after  1990),  or  (for  premium 
payment  years  beginning  before  1993] 
such  lesser  amount  as  may  be 
determined  under  paragraph  (f)  of  this 
section. 

(b)  Multiemployer  plans.  For  a 
premium  pa^mient  year  beginning  on  or 
after  January  1, 1988,  the  premium  paid 
by  a  multiemployer  plan  for  basic 
benefits  guaranteed  under  section 
4022A(a)  of  the  Act  is  equal  to  the 
number  of  participants  in  the  plan  on  the 
last  day  of  the  plfui  year  preceding  the 
premium  payment  year  multiplied  by: 

(1)  For  premium  payment  years 
beginning  before  September  27, 1988, 
$2.20;  and 

(2)  For  premium  payment  years 
beginning  after  September  26, 1988, 

$2.60. 

***** 

(d)  Special  refund  rule  for  certain 
short  plan  years.  A  plan  described  in 
this  paragraph  that  pays  the  full 
premium  due  for  a  short  plan  year  that 
begins  after  1988  is  entitled,  upon 
request,  to  a  refund  of  a  portion  of  the 
premium.  The  amount  of  the  refund  will 
be  determined  by  prorating  the  premium 
for  the  short  plan  year  by  Ae  number  of 
months  (treating  a  part  of  a  month  as  a 
month]  in  the  short  plan  year.  A  plan  is 
described  in  this  paragraph  if— 

(1)  the  plan  is  a  new  or  newly  covered 
plan  that  becomes  effective  for  premium 
purposes  on  a  date  other  than  the  first 
day  of  its  first  plan  year; 

(2)  the  plan  adopts  an  amendment 
changing  its  plan  year,  resulting  in  a 
short  plan  year, 

(3)  the  plan's  assets  are  distributed 
pursuant  to  the  plan's  termination,  in 
which  case  the  short  plan  year  for 
purposes  of  computing  the  amount  of  the 
refund  xmder  this  paragraph  shall  be 
deemed  to  end  on  the  asset  distribution 
date  or,  if  later  (in  the  case  of  a  single¬ 
employer  plan),  the  date  30  days  before 
the  PBGC  receives  the  plan's  post¬ 
distribution  certification;  or 

(4)  the  plan  is  a  single-employer  plan, 
and  a  trustee  of  the  plan  is  appointed 
pursuant  to  section  4042  of  the  Act,  in 
which  case  the  short  plan  year  for 
purposes  of  computing  the  amount  of  the 
refund  under  this  paragraph  shall  be 
deemed  to  end  on  the  date  of 
appointment. 


(e)  Special  credit  rule  for  certain  short 
plan  years.  A  plan  described  in 
paragraph  (d)(1)  or  (d)(2)  of  this  section 
is  entitled  at  its  option  to  a  credit  for  a 
portion  of  the  premium  for  a  short  plan 
year,  in  lieu  of  a  refund  under  paragraph 
(d)  of  this  section,  under  the 
circumstances  described  in  this 
paragraph  (e).  A  plan  described  in 
paragraph  (d)(1)  of  this  section  may 
claim  the  credit  against  the  premium  due 
for  an  initial  short  plan  year  that  begins 
after  1992.  A  plan  described  in 
paragraph  (d)(2)  of  this  section  that  pays 
the  full  premium  due  for  a  short  plan 
year  may  claim  the  credit  for  the  short 
plan  year  against  the  premium  due  for 
the  following  full  plan  year  if  the  full 
plan  year  begins  after  1992.  In  either 
case,  the  amount  of  the  credit  shall  be 
determined  in  the  same  manner  as  the 
amount  of  a  refund  imder  paragraph  (d) 
of  this  section,  and  the  credit  shall  be 
claimed  in  accordance  with  instructions 
in  the  PBGC  Aimual  Premium  Payment 
Package. 

(f)  Variable  rate  cap  reduction  for 
premium  payment  years  beginning 
before  1993. 

***** 

9.  In  S  2610.23,  paragraph  (a)  is 
amended  by  adding,  after  the  reference 
“paragraph  (c)”  in  the  first  sentence  of 
the  introductory  text,  the  reference  "or 
(f)”;  paragraph  (c)  is  redesignated  as 
paragraph  (fi;  paragraph  (e)  is  amended 
by  adding,  after  the  reference 
“paragraphs  (a)  through  (d)”,  the 
reference  “and  (f)”;  redesignated 
paragraph  (f)  is  amended  by  revising  the 
references  “(c)(1)'',  ''(c)(2)'',  “(c)(3)'', 
“(c)(4)”,  and  “(c)(5)''  (wherever  they 
appear)  to  read  “(f)(1)'',  “(f)(2)'',  “(f)(3)'', 
“(f)(4)'',  and  “(f)(5)''  respectively; 
paragraph  (b)(2)  is  amended  by  revising 
the  second,  third  and  fourth  sentences; 
paragraph  (d)  is  amended  by  revising 
the  heading  and  introductory  text; 
redesignated  paragraph  (f)  is  amended 
by  revising  the  heading  and  the  first 
sentence  of  the  introductory  text;  and 
paragraph  (c)  is  added,  to  read  as 
follows: 

S  2610.23  Determination  of  unfunded 
vested  benefits. 

*  *  *  *  * 

(b)  Unfunded  vested  benefits.  *  *  * 

(2)  Actuarial  value  of  assets.  •  *  * 
Contributions  owed  for  any  plan  year 
preceding  the  premium  payment  year 
shall  be  included  for  premium  payment 
years  beginning  during  1988  and,  for 
premium  payment  years  beginning  after 
1988,  shall  be  included  for  plans  with 
500  or  more  participants  as  of  the  last 
day  of  the  plan  year  preceding  the 
premium  payment  year  and  may  be 
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included  for  any  other  plan.  However, 
contributions  may  be  included  only  to 
the  extent  such  contributions  have  been 
paid  into  the  plan  on  or  before  the 
earlier  of  the  due  date  specified  in 
5  261025  (bKD.  (bM2KU).  (eKD.  or 
(e)(2)(ii)  (as  applicable)  or  the  date  that 
the  full  amount  of  the  premium 
(including  any  variable  rate  portion)  is 
paid.  Contributions  included  that  are 
paid  after  the  last  day  of  the  plan  year 
preceding  the  premium  payment  year 
shall  be  discounted  at  the  plan  asset 
valuation  rate  (on  a  simple  or  compound 
basis  in  accordance  with  the  plan's 
discounting  rules)  to  the  last  day  of  the 
plan  year  preceding  the  premium 
payment  year  to  reflect  ^e  date(s)  of 
payment  *  *  * 

(c)  Simplified  filing  method  for 
premium  payment  years  after  1992 — (1) 
In  general.  In  lieu  ^  determining  the 
amount  of  a  plan's  unfunded  vested 
benefits  pursuant  to  paragraph  (a)  of 
this  section  for  a  premium  payment  year 
beginning  after  1992,  the  plan 
administrator  may,  subject  to  the 
restrictions  in  paragraphs  (c)(l)(i)  and 
(c)(l)(ii)  of  this  section,  calculate  the 
amount  of  the  plan's  unfunded  vested 
benefits  imder  this  paragraph  (c).  The 
computation  shall  done,  using  the 
plan’s  Form  5500  Schedtde  B  for  file  plan 
year  preceding  the  premium  payment 
year,  as  follows.  The  value  of  the  plan's 
vested  benefits  shall  be  adjusted  in 
accordance  with  paragraphs  (c)(2) 
through  (c)(5)  of  ^s  section  to  reflect 
accruals  for  the  plan  year  preceding  file 
premium  payment  year  and  the 
difference  between  the  interest  rate 
prescribed  in  paragraph  (bKl)  of  this 
section  and  file  plan's  current  liability 


interest  rate  or  rates.  The  value  of  plan 
assets  shall  be  adjusted  in  accordance 
with  paragraph  (c)(6)  of  this  section  to 
reflect  contributions  for  the  plan  year 
preceding  the  premium  payment  year. 
The  resulting  unfunded  vested  benefits 
amount  (the  adjusted  value  of  vested 
benefits  minus  the  adjusted  value  of 
assets)  shall  be  further  adjusted  in 
accordance  with  paragraph  (c)(7)  of  fiiis 
section  to  reflect  the  passage  of  time 
from  the  date  of  the  adjust^  Schedule  B 
data  (the  first  day  of  the  plan  year 
preceding  the  premium  payment  year)  to 
the  last  day  of  the  plan  year  preceding 
the  premium  payment  year.  (An 
alternative  calculation  method  for 
premium  payment  years  beginning 
before  1993  is  described  in  paragraph  (f) 
of  this  section.) 

(i)  A  plan’s  unfunded  vested  benefits 
may  be  calculated  under  this  paragraph 
(c)  only  if  neither  of  the  plan's  current 
liability  interest  rates  required  to  be 
entered  in  line  12c(i)  of  Ae  plan's  Form 
5500  Schedule  B  for  the  plan  year 
preceding  the  premium  payment  year 
exceeds  the  interest  rate  prescribed  in 
paragraph  (b)(1)  of  this  section  by  more 
than  six  percentage  points. 

(ii)  The  unfunded  vested  benefits  of  a 
plan  with  500  or  more  participants  as  of 
the  last  day  of  the  plan  year  preceding 
the  premium  payment  year  may  be 
calculated  under  this  paragraph  (c)  only 
in  accordance  with  the  provisions  of 
paragraph  (d)  of  this  section,  and  only  if 
the  amount  of  the  plan's  unfunded 
vested  benefits  determined  pursuant  to 
paragraph  (a)  of  this  section  does  not 
exceed  the  amount  of  such  unfimded 
vested  benefits  calculated  under  this 
paragraph  (c)  and  an  enrolled  actuary  so 


certifies  in  accordance  with  the 
Premium  Payment  Package. 

(2)  Vested  benefits  adjustment 
factors.  In  the  simplified  filing  method 
described  in  this  paragraph  (c),  the 
vested  benefits  values  required  to  be 
entered  in  item  6d  of  Sdiedule  B  shall  be 
adjusted  in  accordance  with  paragraphs 
(c)(3),  (c)(4).  and  (c)(5)  of  fiiis  section 
using  factors  from  t)^  tables  set  forth  in 
this  paragraph  (cX2).  and  the  sum  of  the 
three  vested  benefits  values  as  so 
adjusted  shall  be  used  in  determining 
unfimded  vested  benefits  under 
paragraph  (c)(7)  of  this  section.  For  each 
adjustment  a  Table  1  factor  shall  be 
used  if  the  required  interest  rate 
prescribed  in  paragraph  (b)(1)  of  this 
section  (the  “Premium  Interest  Rate")  is 
less  than  the  applicable  current  liability 
interest  rate  specified  in  paragraph 
(c)(3),  (cX4),  or  (c)(5)  of  tMs  section  (the 
“Funding  Interest  Rate"),  and  a  Table  2 
factor  shall  be  used  if  the  Premium 
Interest  Rate  equals  or  exceeds  the 
applicable  Fun^ng  Interest  Rate.  The 
factor  for  each  adjustment  shall  be 
taken  from  the  line  in  the  appropriate 
table  on  which  appears,  in  column  A, 
the  range  of  values  that  includes  the 
amount  (expressed  as  a  percentage, 
rounded  to  the  nearest  hundredth  of  one 
percent)  by  which  the  Premium  Interest 
Rate  differs  fiom  the  applicable  Funding 
Interest  Rate,  and  from  the  column 
specified  in  paragraph  (c)(3),  (c)(4),  or 
(c)(5)  of  this  section  (based,  in  ^e  case 
of  paragraphs  (c)(4)  and  (c)(5)  of  this 
section,  on  the  assumed  retirement  age 
required  to  be  entered  in  line  12d  of 
Schedule  B). 


Table  1 

(To  be  used  when  the  Prenwm  Interest  Rate  is  less  than  the  Furxfing  Interest  Rate] 


Column  A 

Column  B 

Cohimn  C 

N  the  Funding  Interest  Rate  minus  ttie 
Premium  Interest  Rate  (to  the  nearest 
huTKlredth  of  a  pereenQ  is— 

The  factor  for  pre-pay-status  benefits  (based  on  the  plan's  assumed  retirement  age)  is— 

The  factor  for  pay- 
status  bertehts  is— 

for  ages  under  60 

for  ages  60-61 

for  ages  62-63 

for  ages  over  63 

at  least 

but  not  over 

.  0.01 

0.25 

1.02 

1.04 

1.04 

1.05 

1.05 

.26 

.50 

1.03 

1.06 

1.09 

1.10 

1.11 

.51 

.75 

1.05 

1.12 

1.13 

1.15 

1.16 

.76 

1.00 

1.06 

1.16 

1.18 

1.20 

1.22 

1.01 

1.25 

1.08 

1.20 

1.23 

1.26 

1.29 

1.26 

1.50 

1.10 

1.24 

1.28 

1.31 

1.35 

1.51 

1.75 

1.11 

1.29 

1.33 

1.38 

1.42 

1.76 

^00 

1.13 

1.34 

1.39 

1.44 

1.49 

2.01 

2.25 

1.15 

1J9 

1.45 

1.51 

1.57 

2.28 

2.50 

1.17 

1.44 

1.50 

1.58 

1.65 

2.51 

2.75 

1.10 

1.49 

1.57 

1.65 

1.73 

2.79 

3.00 

1.20 

1.54 

1.63 

1.72 

1.82 

301 

3.25 

1JZ2 

1.60 

1.70 

1J0 

1.92 

3.26 

3.50 

1Ji4 

1.66 

1.77 

1.89 

2.01 

3.51 

3.75 

1.26 

1.72 

1.84 

1.97 

2.11 

3.78 

4.00 

1.28 

1.78 

1.92 

2.06 

2.22 

4.01 

4.25 

1.30 

1.85 

2.00 

2.16 

2.33 

4.26 

4.50 

1.32 

1.91 

2.08 

2.26 

2.45 
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Table  1— Continued 

[To  be  used  when  the  PretDium  Interest  Rate  is  less  than  the  Funding  Interest  Rate] 


Column  A 

Column  B 

Colurrm  C 

H  the  Funding  Interest  Rate  mkHJS  the 
Premium  Irrterest  Rate  (to  the  nearest 
hundredth  of  a  percent)  is— 

The  factor  for  pay- 
status  berrefits  is— 

The  factor  for  pre-pay-status  benefits  (based  on  the  plan's  assumed  retirement  age)  is— 

for  ages  ur)der  60 

for  ages  60-61 

for  ages  62-63 

for  ages  over  63 

at  least 

tMJt  not  over 

4.51 

4.75 

1.34 

1.96 

2.16 

2.36 

2.57 

4.76 

5.00 

1.36 

2.06 

^25 

2.47 

2.70 

5.01 

5.25 

1.36 

2.13 

2.34 

2.58 

2.84 

5.26 

5.50 

1.41 

2.21 

^44 

2.70 

2.96 

5.51 

5.75 

1.43 

2.29 

2.54 

2.82 

3.13 

5.76 

6.00 

1.45 

2.37 

^64 

2.95 

3.29 

Table  2 

[To  be  used  when  the  Premium  Interest  Rate  equals  or  exceeds  the  Funding  Interest  Rate! 


Columii  A 

Column  B 

Column  C 

If  the  Premium  Interest  Rate  mimis  the 
Funding  Interest  Rate  (to  the  nearest 
fHmdredth  of  a  percent)  is— 

The  factor  for  pay- 
status  benefits  is— 

The  factor  for  pre-pay-status  benefits  (based  on  the  plan's  assumed  retirement  age)  is— 

for  ages  ufKfer  60 

for  ages  60-61 

forages  62-63 

for  ages  over  63 

at  least 

but  not  over 

0.00 

0.25 

1.00 

1.00 

1.00 

1.00 

1.00 

.26 

.50 

.98 

.97 

.96 

.96 

.95 

.51 

.75 

.97 

.95 

.92 

J1 

.91 

.76 

1.00 

.95 

.92 

.89 

.88 

.86 

1.01 

1.25 

.94 

.90 

.85 

.84 

.82 

1.26 

1.50 

.92 

.87 

■  .82 

.80 

.78 

1.51 

1.75 

.91 

.85 

.79 

.77 

.75 

1.76 

2.00 

.90 

J3 

.76 

.73 

.71 

2.01 

2.25 

.88 

.80 

.73 

.70 

.68 

2.26 

2.50 

.87 

.78 

.70 

.67 

.64 

2.51 

2.75 

.86 

.76 

.68 

.64 

.61 

2.76 

3.00 

.84 

.74 

.65 

.62 

.58 

3.01 

3.25 

.83 

.72 

.62 

.59 

.56 

3.26 

3.50 

.83 

.70 

.60 

.56 

.53 

3.51 

3.75 

.80 

.68 

.58 

.54 

.50 

3.76 

4.00 

.79 

.66 

.55 

.52 

.46 

4.01 

4.25 

.78 

.64 

.53 

.49 

.46 

4.26 

4.50 

.77 

.63 

.51 

47 

.44 

4.51 

4.75 

.76 

.61 

.49 

.45 

.41 

4.76 

5.00 

.74 

.59 

.47 

.43 

.39 

5.01 

5.25 

.73 

.58 

.45 

.41 

.37 

5.26 

5.50 

.72 

£6 

.44 

.39 

.36 

5.51 

5.75 

.71 

.55 

.42 

.38 

.34 

>5.75 

>5.75 

.70 

.53 

.40 

.36 

.32 

(3)  Adjusted  value  of  vested 
benefits — retirees  and  beneficiaries.  In 
the  simplifted  filing  method  described  in 
this  paragraph  (c),  the  adjusted  value  of 
vested  benefits  for  retirees  and 
beneficiaries  shall  be  the  value  of  such 
benefits  required  to  be  entered  in 
column  (2)  on  line  6d(i)  of  Schedule  B, 
multiplied  by  the  appropriate  factor 
determined  under  paragraph  (c)(2]  of 
this  section.  The  factor  shall  be 
determined  using  the  Funding  Interest 
Rate  required  to  be  entered  in  the  post¬ 
retirement  column  on  line  12c(i]  of 
Schedule  B  and  shall  be  taken  fiom 
column  B  of  the  appropriate  table  in 
paragraph  (c)(2)  of  this  section. 

(4)  Adjusted  value  of  vested 
benefits — terminated  vested 
participants.  In  the  simplified  filing 


method  described  in  this  paragraph  (c), 
the  adjusted  value  of  vested  benefits  for 
terminated  vested  participants  shall  be 
the  value  of  such  benefits  required  to  be 
entered  in  column  (2)  on  line  6d(ii)  of 
Schedule  B,  multiplied  by  the 
appropriate  factor  determined  under 
paragraph  (c)(2)  of  this  section.  The 
factor  shall  determined  using  the 
greater  of  the  Funding  Interest  Rates 
required  to  be  entered  in  the  pre¬ 
retirement  and  post-retirement  columns 
on  line  12c(i)  of  Schedule  B  and  shall  be 
taken  from  column  C  of  the  appropriate 
table  in  paragraph  (c)(2)  of  this  section 
and  from  the  subcolumn  of  column  C 
that  is  headed  by  the  age  range  that 
includes  the  plan’s  assumed  retirement 
age. 


(5)  Adjusted  value  of  vested 
benefits — active  participants.  In  the 
simplified  filing  method  described  in  this 
paragraph  (c),  the  adjusted  value  of 
vested  benefits  for  active  participants 
shall  be  the  sum  of  the  value  of  such 
benefits  required  to  be  entered  in 
column  (2)  on  line  ed(iii)  of  Schedule  B 
and  the  expected  accruals  for  the  plan 
year  preceding  the  premium  payment 
year  required  to  be  entered  on  line  6e  of 
Schedule  B,  multiplied  by  the 
appropriate  factor  determined  under 
paragraph  (c)(2)  of  this  section.  The 
factor  shall  be  determined  using  the 
same  Funding  Interest  Rate,  and  shall  be 
taken  from  the  same  column  and 
subcolumn,  as  specified  for  terminated 
vested  participants’  benefits  under 
paragraph  (c)(4)  of  this  section. 
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(6)  Adjusted  value  of  plan  assets.  In 
the  simplified  filing  method  described  in 
this  paragraph  (c),  the  adjusted  value  of 
plan  assets  that  shall  be  used  in 
determining  unfunded  vested  benefits 
under  paragraph  (c)(7)  of  this  section 
shall  be  the  sum  of — 

(i)  the  value  of  sucli  assets  required  to 
be  entered  on  line  8b  of  Schedule  B  (if 
the  amount  on  line  8b  was  determined 
as  of  the  first  day  of  the  plan  year 
preceding  the  premium  payment  year)  or 
on  line  6c  of  Schedule  B  (if  the  amount 
on  line  8b  was  determined  as  of  a  date 
other  than  the  first  day  of  the  plan  year 
preceding  the  premium  payment  year), 
plus 

(ii)  an  amount  equal  to  0.95  times  the 
total  amount  of  contributions  required  to 
be  entered  in  columns  (b)  and  (c)  of  item 
7  of  Schedule  B. 

(7)  Adjusted  value  of  unfunded  vested 
ben^its.  In  the  simplified  filing  method 
described  in  this  paragraph  (c).  the 
amount  of  the  plan's  unfimded  vested 
benefits  shall  be  the  product  of — 

(i)  the  sum  of  the  adjusted  values  of 
vested  benefits  determined  under 
paragraphs  (c)(3],  (c)(4).  and  (c)(5)  of 
this  section  minus  the  adjusted  value  of 
plan  assets  determined  under  paragraph 

(c)(6)  of  this  section,  multiplied  by 

(ii)  the  sum  of  1  plus  the  required 
interest  rate  prescribed  in  paragraph 
(b)(l]  of  this  section  (expressed  as  a 
decimal  fraction  of  1,  not  as  a 
percentage). 

(d)  Significant  events.  The  significant 
events  described  in  this  paragraph  shall 
be  reflected  in  the  assumptions  used  in 
detenhining  a  plan's  imfunded  vested 
benefits  under  paragraph  (a)  of  this 
section  to  the  extent  required  by 
paragraph  (a)  of  this  section.  A  plan 
with  5QP  or  more  participants  as  of  the 
last  day  of  the  plan  year  preceding  the 
premium  payment  year  may  use  the 
simplified  filing  method  described  in 
paragraph  (c)  this  section  or  the 
alternative  calculation  method 
described  in  paragraph  (f)  of  this  section 
if  no  significant  event,  as  described  in 
this  paragraph,  has  occurred  between 
the  first  day  and  the  last  day  of  the  plan 
year  preceding  the  premium  payment 
year  and  eui  raroUed  actuary  so  certifies 
in  accordance  with  the  Prmnium 
Payment  Padcage.  If  a  significant  event 
has  occurred  between  those  dates,  sudi 
a  plan  may  use  the  simplified  filing 
method  or  alternative  c^culation 
method  only  if  an  enrolled  actuary 
makes  an  appropriate  adjustment  to  the 
value  of  unfund^  vested  benefits  to 
reflect  the  occurrence  of  the  significant 
event  and  certifies  to  that  fact  in 
accordance  with  the  Premium  Payment 


Package.  The  significant  events 
described  in  this  paragraph  are — 

•  •  •  *  * 

(f)  Alternative  calculation  method  for 
premium  payment  years  before  1993.  In 
lieu  of  determining  the  amount  of  a 
plan's  unfunded  vested  benefits 
pursuant  to  paragraph  (a)  of  this  section 
for  a  premium  payment  year  beginning 
before  1993,  the  plan  administrator  may 
calculate  the  amount  of  the  plan's 
unfunded  vested  benefits  under  this 
paragraph  (f)  using  the  plan's  Form  5500, 
Schedule  B.  for  the  plan  year  preceding 
the  premium  payment  year.  *  *  * 

•  «  «  *  « 

10.  In  S  2610.24.  paragraph  (c)  is 
redesignated  as  paragraph  (h); 
paragraph  (d)  is  amended  by  revising 
the  reference  “§  2610.22(a)(3)”  to  read 
“S  2610.22(f)'':  paragraph  (g)  is  amended 
by  revising  the  reference  “(e)(1)  and 

(e)(2)''  to  read  “(0(1)  and  (f)(2)''; 
redesignated  paragraph  (h)  is  amended 
by  adding,  after  the  words  "unfunded 
vested  benefits"  in  the  heading,  the 
words  "for  premium  payment  years 
beginning  before  1993"  and  by  revising 
the  words  “on  or  after  January  1, 1989” 
in  the  first  sentence  of  the  introductory 
text  to  read  “after  1988  and  before 
1993”;  redesijpiated  paragraphs  (h) 
introductory  text,  (h)(2),  (h)(3).  and  (h)(4) 
are  amended  by  revising  the  references 
"5  2610.23(c)”.  “§  2610.23(c)(1)",  and 
“§  2610.23(c)(5)''  (wherever  they  appear) 
to  read  “§  2610.23(f)'',  “§  2610.23(f)(1)'', 
and  “5  2610.23(f)(5)'',  respectively; 
paragraph  (a)(3)  is  revised;  and  new 
paragraph  (c)  is  added,  to  read  as 
follows: 

§  2610.24  Vartabla  rate  exemptkMis  and 
special  rules. 

(a)  Exemptions.  *  *  * 

(3)  Section  412(i)  plans.  A  plan  is 
described  in  this  paragraph  if  the  plan 
satisfied  all  criteria  listed  in  section 
412(i)  of  the  Code  and  the  regulations 
thereunder  on  the  last  day  of  the  plan 
year  preceding  the  premium  payment 
year  and  the  plan  administrator  so 
certifies,  in  accordance  with  the 
Premium  Payment  Package. 

*  *  #  *  * 

(c)  Special  rule  for  determining 
unfunded  vested  benefits  for  premium 
payment  years  beginning  after  1992 for 
plans  terminating  in  distress  or 
involuntary  terminations.  With  respect 
to  premium  payment  years  beginning 
after  1^2.  a  plan  described  in  this 
paragraph  (c)  may  determine  its 
unfunded  vested  benefits  by  using  the 
special  simplified  filing  me^od  set  forth 
in  this  paragraph,  but  only  if  neither  of 
the  plan’s  current  liability  interest  rates 
required  to  be  entered  in  line  12c(i)  of 


the  Schedule  B  described  in  paragraph 
(c)(1)  of  this  section  exceeds  the  interest 
rate  prescribed  in  8  2610.23(b)(1)  by 
more  than  six  percentage  points;  and,  in 
the  case  of  a  pJan  with  500  or  more 
participants  as  of  the  last  day  of  the 
plan  year  preceding  the  premium 
payment  year,  only  in  accordance  with 
the  provisions  of  S  2610.23(d),  and  only 
if  the  amount  of  the  plan’s  unfunded 
vested  benefits  determined  pursuant  to 
§  2610.23(a)  does  not  exceed  the  amount 
of  such  unfunded  vested  benefits 
determined  under  this  paragraph  (c)  and 
an  enrolled  actuary  so  certifies  in 
accordance  with  the  Premium  Payment 
Package.  (A  similar  special  rule  for 
premium  payment  years  beginning 
before  1993  is  described  in  paragraph  (h) 
of  this  section.)  A  plan  is  described  in 
this  paragraph  if  it  has  issued  notices  of 
intent  to  terminate  in  a  distress 
termination  in  accordance  with  section 
4041(a)(2)  of  the  Act  with  a  proposed 
termination  date  on  or  before  the  last 
day  erf  the  plan  year  preceding  the 
premium  payment  year,  or  if  &e  PBGC 
has  instituted  proceedings  to  terminate 
the  plan  in  accordance  with  section  4042 
of  the  Act  and  has  sought  a  termination 
date  on  or  before  the  last  day  of  the  plan 
year  preceding  the  premium  payment 
year.  Pursuant  to  this  paragraph,  a  plan 
shall  determine  its  unfund^  vested 
benefits  in  accordance  with  the 
simplified  filing  method  in  8  2610.23(c). 
except  that — 

(1)  The  calciilation  shall  be  based  on 
the  plan's  Form  5500  Schedule  B  for  the 
plan  year  that  includes  (in  the  case  of  a 
distress  termination)  the  proposed 
termination  date  or  (in  the  case  of  an 
involuntary  termination)  the  termination 
date  sou^t  by  the  PBGC,  or,  if  no 
Schedule  B  is  filed  for  that  plan  year,  on 
the  Schedule  B  for  the  immediately 
preceding  plan  year, 

(2)  All  references  in  8  2610.23(c]  and 
8  2610.23(d)  to  die  first  day  of  the  plan 
year  preceding  die  premium  payment 
year  shall  be  deemed  to  refer  to  the  first 
day  of  die  plan  year  for  which  the 
Schedule  B  was  filed; 

(3)  If  the  Schedule  B  described  in 
paragraph  (c)(1)  of  this  section  is  for  a 
plan  year  beginning  after  1988,  then 

8  2610.23(c)(5)  shall  be  applied  by  using, 
instead  of  Ae  amount  required  to  be 
entered  on  line  6e  of  Schedule  B,  an 
amount  equal  to  the  product  of — 

(i)  The  amount  required  to  be  entered 
on  line  6e  of  Schedule  B,  multiplied  by 

(ii)  the  number  of  years  (rounded  to 
the  nearest  hundredth  of  a  year) 
between  the  date  of  the  Schedule  B  data 
and  (in  the  case  of  a  distress 
termination]  the  proposed  termination 
date  or  (in  the  case  of  an  involuntary 
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tenninatioaj  die  termination  date  aou^t 
bytheraCC; 

{41  if  the  Schedule  B  described  in 
paragraph  lc)(l)  of  this  section  is  for  a 
plan  year  beginning  before  1989.  then — 

(Q  die  reference  to  ‘'column  [Zf'  in 
S  2ei0.23(c){3)  shall  be  ignored; 

{ii]  Section  2610.23{c)(4]  shall  not  be 
Bf^ed;  and 

fni}  Section  2610.23(c)(5l  shall  be 
applied  by  using,  instead  of  the  amount 
required  to  be  entered  in  column  [2)  on 
line  6d(iiiJ  of  Schedule  B.  the  amount 
required  to  be  entered  on  line  6d{ii)  of 
Schedule  B.  and  instead  of  the  amount 
required  to  be  entered  on  line  6e  of 
Schedule  B,  an  amoimt  equal  to  the 
product  of — 

(A)  Seven  percent  of  the  amount 
required  to  be  entered  on  line  6d(ii)  of 
Schedule  B,  multiplied  by 

(B)  The  number  of  years  [rounded  to 
the  nearest  hundredth  oS  a  year] 
between  the  date  of  the  Schedule  6  data 
and  (in  the  case  of  a  distress 
termination)  the  proposed  termination 
date  or  (in  the  case  of  an  involuntary 
termination)  the  termination  date  sou^t 
by  the  fBCQ 

(5)  Section  2610.23(c](6]  shall  not  be 
applied,  and  the  adjusted  value  of  plan 
assets  shall  be  the  value  of  such  assets 
required  to  be  entered  on  line  Bb  of 
Schedule  B  (if  the  amount  on  line  8b  was 
determined  as  of  the  first  day  of  the  plan 
year  preceding  the  premium  payment 
year]  or  on  line  6c  ol  Schedule  B  (if  flie 
amount  on  line  8b  was  determined  as  of 
a  date  other  than  the  first  day  of  the 
plan  year  preceding  the  premium 
payment  year),  ndfusted  In  accordance 
with  {  2810.23^X2);  except  that  the 
amount  of  all  contributions  that  are 
included  in  the  value  of  assets  and  that 
were  made  after  the  first  day  of  the  plan 
year  preceding  the  premiiun  payment 
year  shall  be  discounted  to  such  first 
day  at  the  interest  rate  prescribed  m 
I  2610L23(bXl)  for  the  prennuiB  payment 
year,  compounded  annually  except  that 
simple  interest  may  be  used  for  any 
partial  y  ears;  and 
(8]  For  piuposes  of  applying 
§  2610.23(c](7],  the  quantity  described  in 
§  2610.23(c)(7)(ii)  shall  be  modified  by 
raising  it  to  a  power,  the  exponent  being 
the  number  of  years  (rounded  to  the 
nearest  hundredth  of  a  year)  between 
the  date  of  the  Schedule  B  data  and  the 
last  day  of  the  plan  year  preceding  the 
premium  payment  year. 

«  *  *  «  ♦ 

11.  In  §  2610.2S,  paragraphs  (b),  (c), 
and  (d)  are  removed;  paragraphs  (e)  and 
(f)  are  redesignated  as  paragraphs  (c) 
and  (d);  paragraph  (a)  is  amended  by 
revising  the  last  sentence;  redesignated 
paragraph  (c)  is  amended  by  revising  the 


last  sentence;  and  new  para^aphs  (b) 
and  (e)  are  added.  Xo  re^  as  follows: 

S2848J2S  rwiofl  reqrtrsmewL 

Ia)  General  rule.  *  *  •The  premium 
forms  and  payments  shall  be  filed  no 
later  than  ^e  applicable  due  dates 
specified  in  paragraph  fb)  of  this  section 
(for  premium  payment  years  beginning 
after  1992]  or  paragretph  (e)  of  this 
section  (for  premium  payment  years 
beginning  after  1987  and  before  1993). 

(b)  Due  dates  jbrpremiuia  payment 
years  beginning  after  199Z  For  preimum 
payment  years  beginning  after  1992,  the 
due  date  generally  applicable  to  small 
plans  is  prescribed  in  paragraph  (bXl)  of 
this  section  and  the  due  dates  generally 
applicable  to  large  plans  are  prescribed 
in  paragraph  1^X2]  of  this  section; 
paragraphs  {b)(3]  and  (bX4)  of  this 
section  prescribe  special  rules  for  new 
and  sieurly  covered  plans  and  for  pints 
that  change  plan  years;  and  paragraph 
(b](5]  of  this  section  defines  the  terms 
“laige  plan"  and  "small  plan”  for 
purposes  of  this  parsgraph  (b). 

W)  Small  plans:  in  general  The  due 
date  for  a  small  plan  (except  as 
provided  hi  petre^graphs  (bX3]  and  (bX4] 
of  this  section)  is  the  last  day  of  the 
ninth  full  calendar  month  {oUowhig  the 
end  of  the  plan  year  preceding  the 
premium  payment  year. 

(2)  Large  plans:  in  general.  For  a  large 

plan  (eiocept  as  provided  in  paragraphs 
(b)(S)  and  tif  this  section] — 

(i)  The  fifteenth  day  of  the  first  full 
caiendnrmonth  foiiowing  the  end  of  the 
plan  year  precedutg  the  prenthan 
payment  year  is  die  dae  date  for  so 
mudi  of  >lhe  premiinn  as  does  not  exceed 
the  amount^ the  premiura  requked  to 
be  paid  for  the  plan  year  preceding  the 
premium  payment  year  (determined 
without  regard  to  any  redand  or  credit 
for  a  short  prenuum  payment  year  under 
}  2610i2(d]  or{e)];  uid 

(ii]  the  due  date  for  any  portion  of  the 
premium  that  exceeds  the  amount 
described  in  paragraph  (bX2Xi|  ^  this 
section  is  the  last  day  of  the  ninth  faU 
calendar  month  following  the  end  of  the 
plan  year  preceding  the  premium 
pajnnent  year. 

(3)  New  and  newly  covered  plans.  The 
due  daite  for  the  first  premium  payment 
year  of  coverage  of  any  new  plan  or 
newly  covered  plan  (as  defined  in 

§  2610.2]  is  the  latest  of— 

(i)  The  last  day  of  the  ninth  full 
calendar  month  that  begins  on  or  after 
the  later  of— 

(A)  The  first  day  of  the  premium 
payment  year,  or 

(B)  The  day  on  which  the  plan 
becomes  effective  for  benefit  accruals 
for  futiure  service; 


(ii]  90  days  after  the  date  of  the  plan's 
adoption;  or 

(iii)  90  days  after  the  date  on  which 
the  plan  becomes  covered  by  title  IV  of 
the  Act  puTMtant  to  section  4021  of  the 
Act. 

(4)  Plans  that  change  plan  years.  Far  a 
plan  that  changes  its  plm  year,  each  due 
date  for  the  plan  year  riiall  be  the 

ai^jhcable  due  date  specified  in 
paragraph  (bXl|,  (bX2i,  or  (bX3)  of  this 
sectioa  and  enA  dim  date  fix*  the  plan 
year  that  follows  the  riiort  plan  year 
shall  be  the  later  of— 

(i)  The  appKcahle  dae  date  specified 
in  paragrs^  0>K4)  or  (b)(2)  of  this 
section;  or 

(ii)  todays  aftm*  the  date  on  which  the 
amendment  changing  tire  plan  year  was 
adopted. 

{5}  Oefmitkm  of  “kage plan" and 
"small  fdaxL  "  For  pmpoaes  of  das 
paragrs^  (b),  a  ‘iange  pian”  is  a  plan 
that  was  regaled  to  pay  premiums  for 
5,000  or  more  participants  for  the  {dan 
year  preceding  the  prenxhnn  payment 
year,  and  a  '^amail  pfoa"  is  a  plra  that 
was  required  to  pay  premhims  for  fewer 
than  SgOOO  pmtidpasts  for  the  plan  year 
preceding  the  prennani  payment  year. 

(c)  CoatiBuing  obligation  to  file.  *  *  * 
The  entire  premium  computed  under  this 
sidipart  amst  be  paid  for  that  plan  year, 
whether  or  noft  the  plan  is  entitled  to  a 
refund  for  a  short  plan  yev  pursuant  to 
§  2610.22(d)(3)  or  (4). 

(e)  Due  dates  for  premium  payment 
years  beginning  after  1987  and  before 
1993.  For  premium  payment  years 
beginning  after  1987  and  before  1993,  the 
doe  date  generally  applicable  to  small 
plans  is  prescribed  in  {}aTagraph  (eXl)  of 
this  section  and  the  due  dates  generally 
applicable  to  large  plans  are  prescribed 
in  paragraph  {eX2)  cf  this  section; 
paragraphs  (e](3]  and  (e](4)  of  this 
section  prescribe  special  rules  for  new 
and  newly  covered  plans  and  for  plans 
that  change  plan  years;  and  paragraph 
(e](5]  of  section  defines  the  terms 
“large  plan"  and  ''smaH  plan**  for 
purposes  of  this  paragraph  (e). 

(1)  Small  plans:  in  general  The  due 
date  for  a  small  plan  (except  as 
provided  in  paragraphs  (e](3]  and  (e](4] 
of  this  section]  is  the  fifteenth  day  of  the 
eighth  full  calendar  month  following  the 
month  in  which  the  premium  payment 
year  begins. 

(2)  Large  plans:  in  general  For  a  large 
plan  (except  as  provided  in  paragraphs 
(e](3]  and  (e](4]  of  this  section] — 

(i)  The  due  date  for  the  multiemployer 
premium  required  by  §  2610.22(b]  and 
for  the  flat  rate  portion  of  the  single¬ 
employer  premium  required  by 
§  2610.22(a)(1)  is  the  last  day  of  the 
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second  full  calendar  month  following 
the  close  of  the  plan  year  preceding  the 
premium  payment  year,  and 

(ii)  The  due  date  for  die  variable  rate 
portion  of  the  single-employer  premium 
required  by  §  2610.22(a)(2)  is  the 
fifteenth  day  of  the  eighth  full  calendar 
month  following  the  month  in  which  the 
premium  payment  year  begins. 

(iii)  If  the  number  of  plan  participants 
on  the  last  day  of  the  plan  year 
preceding  the  premium  payment  year  is 
not  known  by  the  date  specified  in 
paragraph  (e)(2)(i)  of  this  section,  a 
reconciliation  filing  (on  the  form 
prescribed  by  this  part)  and  any 
required  premium  payment  or  request 
for  refund  shall  be  made  by  the  date 
specified  in  paragraph  (e)(2)(ii)  of  this 
section. 

(3)  New  and  newly  covered  plans.  The 
due  date  for  the  first  premium  payment 
year  of  coverage  of  any  new  plan  or 
newly  covered  plan  (as  deHned  in 

§  2810.2)  is  the  latest  of— 

(i)  The  fifteenth  day  of  the  eighth  full 
calendar  month  following  the  month  in 
which  the  plan  year  begins  or,  if  later,  in 
which  the  plan  becomes  effective  for 
benefit  accruals  for  future  service; 

(ii)  90  days  after  the  date  of  the  plan’s 
adoption;  or 

(iii)  90  days  after  the  date  on  which 
the  plan  becomes  covered  by  Title  IV  of 
the  Act  pursuant  to  section  4021  of  the 
Act. 

(4)  Plans  that  change  plan  years.  For  a 
plan  that  changes  its  plan  year,  each  due 
date  for  the  short  plan  year  shall  be  the 
applicable  due  date  specified  in 
paragraph  (e)(1),  (e)(2).  or  (e)(3)  of  this 
section,  and  each  due  date  for  the  plan 
year  that  follows  the  short  plan  year 
shall  be  the  later  of — 

(i)  The  applicable  due  date  specified 
in  paragraph  (e)(1)  or  (e)(2)  of  this 
section;  or 

(ii)  30  days  after  the  date  on  which  the 
amendment  changing  the  plan  year  was 
adopted. 

(5)  Definition  of  “large plan” and 
“small plan.” For  purposes  of  this 


paragraph  (e).  a  "large  plan”  is  a  plan 
that  was  required  to  pay  premiums  for 
500  or  more  participants  for  the  plan 
year  preceding  the  premium  payment 
year,  and  a  "small  plan”  is  a  plan  that 
was  required  to  pay  premiums  for  fewer 
than  500  participants  for  the  plan  year 
preceding  the  premium  payment  year. 

*  •  •  *  • 

12.  Section  2610.31  is  revised  to  read 
as  follows: 

S  2610.31  Purpose  and  scops. 

This  subpart  provides  rules  for 
calculating  and  procedures  for  paying 
premiums  for  plan  years  beginning 
before  1988. 

13.  In  §  2610.33,  paragraph  (d)  is 
removed;  paragraph  (a)(1)  is  amended 
by  revising  the  table;  and  paragraph  (b) 
is  revised,  to  read  as  follows: 


§  2610.33  Multismploysr  premium  rates. 


(a)  *  *  * 

(1)  *  *  * 

For  premium  payment  years 

Rate 

After  Sept  26.  1960,  and  before  Sept  27, 
IftfU  . 

$1.40 

After  Sept  26,  1984,  and  before  Sept  27, 
1986 . . . . . . 

1.80 

After  SepL  26, 1986,  and  before  1988 . 

2.20 

*  •  *  *  • 

(b)  New  and  newly  covered  plans.  For 
any  new  plan  or  newly  covered  plan  (as 
defined  in  8  2610.2).  the  plan 
administrator  shall  pay  the  applicable 
premium  under  paragraph  (a)  of  this 
section  for  each  individual  who  is  a 
participant  in  the  plan  on  the  date  the 
plan  becomes  covered  by  section 
4021(a)  of  the  Act. 

***** 

14.  In  8  2610.34,  paragraphs  (a)(7), 
(a)(8)(ii),  (a)(9)(iv).  and  (b)(6)  are 
removed;  paragraph  (a)(8)(i)  is  amended 
by  removing  the  introductory  text  and 
by  redesignating  paragraphs  (a)(8)(i)(A)- 
(D)  as  paragraphs  (a)(8)(i)-(iv) 
respectively;  paragraphs  (a)(8).  (a)(9). 


and  (a)(10)  are  redesignated  respectively 
as  paragraphs  (a)(7),  (a)(8),  and  (a)(9); 
paragraphs  (a)  introductory  text, 

(a)(5)(i).  (a)(5)(ii).  (a)(6)(i).  and  (a)(6)(ii). 
and  redesignated  paragraphs  (a)(7), 

(a)(8)  introductory  text,  (a)(8)(ii)(A), 
(a)(8)(ii)(B).  (a)(8)(iii)(A).  and 
(a)(8)(iii)(B)  are  amended  by  revising  the 
references  "(a)(7)”,  "(a)(7)(ii)”,  "(a)(8)”, 
"(a)(9)”,  and  “(a)(10)”  (wherever  they 
appear)  to  read  "(a)(6)”,  "(a)(6)”, 

“(a)(7)”.  "(a)(8)”.  and  “(a)(9)” 
respectively;  redesignated  paragraph 
(a)(9)  is  amended  by  revising  the 
introductory  text;  and  paragraph  (c)  is 
amended  by  revising  the  last  sentence, 
to  read  as  follows: 

8  2610.34  Rling  requirement 

(a)  *  *  * 

(9)  For  purposes  of  paragraphs  (a)(5), 
(a)(6).  (a)(8).  (b)(4),  and  (b)(5)  of  this 
section,  the  number  of  participants  in  a 
plan  year  is  determined  as  of  the 
following  dates: 

***** 

(c)  Continuing  obligation  to  file.  *  *  * 
The  entire  premium  computed  imder  this 
subpart  must  be  paid  for  that  plan  year. 

***** 

15.  Appendix  B  to  part  2610  is 
amended  by  revising  the  introductory 
text  preceding  the  table  to  read  as 
follows: 

Appendix  B— Interest  Rates  for 
Valuing  Vested  Benefits 

The  following  table  lists  the  required 
interest  rates  to  be  used  in  valuing  a 
plan’s  vested  benefits  under  8  2610.23(b) 
and  in  calculating  a  plan’s  adjusted 
vested  benefits  under  8  2610.23(c)(2)  and 

(e)(1): 

***** 

Issued  in  Washington,  DC.  this  6th  day  of 
April.  1992. 

James  B.  Lockhart  III, 

Executive  Director,  Pension  Benefit  Guaranty 
Corporation. 
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